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NUMBER 7 


WE CONTINUE TO 
DO OUR PART 


Charitable Contribution Deduction 
In the Case of Capital Net Loss 


By FREDERICK SCHWERTNER * 


ECTION 23(n) of the Revenue Act of 1932 pro- 
&, vides that in computing net income there shall 
be allowed as a deduction contributions made 
within the taxable year to charitable institutions to 
an amount which does not exceed 15 per cent of the 
taxpayer’s net income as computed 
without the benefit of the deduction. 
The administrative officials of the 
Bureau of Internal Revenue in their 
construction of the Act hold that if 
a taxpayer sustained a capital net 
loss, which is denied as a deduction 
in computing taxable income, such 
loss must nevertheless be deducted 
from the income which is subjected 
to the normal and surtaxes imposed 
by Sections 11 and 12 of the Reve- 
nue Act of 1932, in arriving at net 
income for the purpose of applying 
the limitation prescribed by Section 
23(n) on the deduction for chari- 
table contributions. 

The capital net loss provisions 
were originally introduced by Con- 
gress in the Revenue Act of 1924. 
A capital net loss is the net loss 
sustained by a taxpayer in the sale 
of investment property held more 








puted without regard to the provisions of this 
section. In arriving at “ordinary net income,” for 
the purpose of Section 101, a capital net loss is ex- 
cluded, and does not serve to reduce the amount of 
the taxable income. It is denied as a deduction in 
computing the taxable income. 
Section 11 of the Act imposes a 
normal tax of 4 per cent on the first 
$4,000 of the amount of the “net in- 
come” in excess of the credits, and 
_a tax of 8 per cent on the remainder. 
Section 12 levies surtaxes of from 
$40 upon a “net income” of $10,000 
to $491,460 upon a “net income” of 
$1,000,000 according to a scale of 
progressive rates. In the case of a 
capital net loss, the income undi- 
minished by such loss is subjected 
to the rates prescribed by Sections 
11 and 12, because Section 101 pro- 
vides that a partial tax shall first be 
computed upon the basis of the or- 
dinary net income at the rates and 
in the manner as if this section had 
not been enacted. The “ordinary 
net income,” of a taxpayer is the 
“net income,” for the purpose of 
Sections 11 and 12, because Con- 








than two years. There are two 
methods of computing the tax in 
the case of capital net loss, and the 
one which will produce the higher tax must be fol- 
lowed by the taxpayer under the plain mandate of 
the law. Section 101(b) of the Revenue Act of 1932 
provides that a partial tax shall first be computed 
upon the basis of the ordinary net income at the 
rates and in the manner as if this section had not 
been enacted and the total tax shall be this amount 
minus 1214 per cent of the capital net loss, but in 
no case shall the tax of a taxpayer who has sus- 
tained a capital net loss be less than the tax com- 


* Of the Washington, D. C., Bar. 


FREDERICK SCHWERTNER 


gress stated in those sections in 
clear and precise language that the 
normal and surtaxes are imposed 
on “net income.” After the tax is computed on such 
income at the rates prescribed by Sections 11 and 
12, a credit against such tax is allowed in an amount 
equal to 12% per cent of the capital net loss, and 
the difference is the total tax due, unless a higher 
tax is produced by the ordinary method of allowing 
the capital net loss as a deduction in computing the 
taxable net income and applying the regular normal 
and surtaxes. Under one method of computing the 
tax, the capital net loss is not allowed as a deduction 
in computing the taxable net income, but is used 
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as a base for calculating a credit against tax, while 
under the other it is a permissible deduction. lf a 
greater tax is produced by disallowing the capital 
net loss as a deduction, and applying 12% per cent 
thereof as a credit against the normal and surtaxes 
due on the income subject to tax, this method must 
be pursued by a taxpayer in view of the mandatory 
language of Section 101(b). The ordinary method 
of computing the tax can only be used when it pro- 
duces a greater tax. 


What is the base for calculating the 15 per cent 
limitation on the deduction for charitable contribu- 
tions permitted by Section 23(n), when a capital net 
loss is not allowed as a deduction in computing the 
taxable net income? Is it the income subject to tax 
under Sections 11 and 12, or is it such income re- 
duced by the amount of the capital net loss? ? 

The practical effect of the construction advanced 
by the administrative officials of the Bureau may be 
illustrated as follows 


Taxpayer A Taxpayer B 
Net income subject to normal and 
surtaxes (as computed before 
deduction for contributions)... $250,000 $450,000 
Cente WEE FOES ke be idee es 150,000 500,000 
Total contributions paid ........ 35,000 50,000 


In the case of Taxpayer A, the Bureau would only 

allow a deduction of $15,000 for charitable contribu- 
tions by limiting the same to 15 per cent of $100,000, 
the difference between the income subject to tax 
and the capital net loss, under the theory that the 
taxpayer’s net income under Sections 21, 22 and 23 
of the Revenue Act of 1932 is the sum of $100,000. 
By virtue of Sections 11 and 12 of the Act, Taxpayer 
A has a net income subject to tax of $250,000, as 
computed without the benefit of the deduction for 
charitable contributions. The normal and surtaxes 
on such net income are approximately $100,000 
against which there is allowed pursuant to Section 
101(b) a credit of $18,750, being 12% per cent of 
the capital net loss of $150 000. 


In the case of Taxpayer B, the Bureau would 
hold that no deduction for charitable contributions 
may be allowed, because the capital net loss exceeds 
the income subject to the normal and surtaxes. Tax- 
payer B has a net income of $450,000 for the purpose 
of Sections 11 and 12, and the normal and surtaxes 
thereon would amount to approximately $200,000, 
against which there is allowed a credit of $62,500, 
being 12% per cent of the capital net loss of $500,000. 

In my view of the statute, the income which is 
subject to tax under Sections 11 and 12, unimpaired 
by a capital net loss when such loss is not allowed 
as a deduction, affords the base for the calculation of 
the 15 per cent limitation on the deduction for char- 
itable contributions in the illustrations given, be- 
cause such income is computed under Sections 21, 
22 and 23 of the Statute and is denominated “net 
income,” by Congress in levying the tax and also in 
Section 101 (c (7). It is the view of the Bureau 
officials that the income subject to tax must be 
reduced by the capital net loss before applying the 





1 After this article was set in type, the Board of Tax Appeals 
announced its decision in James H. Lockhart v. Commissioner of 
Internal Revenue, Docket No. 69039 (353 CCH, 7183), holding that 
the 15 per cent limitation is on the net income after it has been 
reduced by capital net losses. 











15 per cent limitation. The Act must be construed 
in accordance with the intent of Congress because 
the intent of the law is the law itself. Such intent, 
however, is at times difficult to ascertain from the 
language employed, and resort must be had to the 
history of the legislation to discern the purpose of 
Congress in the enactment of the material provisions 
to the end that the conflicting views attaching to the 
meaning of the term, “net income,” as used in Sec- 
tions 11 and 12, 21, 23 and 101, may be reconciled 
and brought into harmony. It is well settled that in 
construing the meaning of an Act, the Court may 
take into consideration the reasonableness or unfair- 
ness of the construction sought to be given to words, 
so that the main or dominant purpose of an enact- 
ment is effectually executed and not lost in the proc- 
ess of attributing to words an unnatural meaning 
not within the mind of the legislature. 


In our search for the Congressional intent and pur- 
pose, we should first carefully scrutinize the language 
employed. The pertinent parts of the Revenue Act 
of 1932 are as follows: 


Sec. 11. NormMat Tax on INpivipuats. There shall be 
levied, collected, and paid for each taxable year upon the 
net income of every individual a normal tax equal to the 
sum of the following: * * * 


Sec. 12. Surrax on INDIVIDUALS. (a) Rates of surtax.— 
There shall be levied, collected, and paid for each taxable 
vear upon the net income of every individual a surtax as 
follows: * * * 


Sec. 21. Ner Income. “Net income” means the gross 
income computed under Section 22, less the deductions 
allowed by section 23. 


Sec. 22. Gross INcoME. (a) General Definition Gross 
income” includes gains, profits, and income derived from 
salaries, wages, or compensation for personal service, 
* * * or from professions, vocations, trades, businesses, 
commerce, or sales, or dealings in property, + * *: also 
from interest, rent, ‘dividends, securities, or the transaction 
of any business carried on for gain or profit, or gains or 


profits and income derived from any source whatever. 
* es 


Sec. 23. DeEpuctions FROM Gross INCOME. In computing 
net income there shall be allowed as deductions: (a) Ex- 
penses * * * (b) Interest * * * (c) Taxes Generally 
* * * (d) Taxes of Shareholder Paid by Corporation 
* * * (e) Losses by Individuals.—Subject to the limi- 
tations provided in subsection (r) of this section, in the 
case of an individual, losses sustained during the taxable 
year and not compensated for by insurance or otherwise— 
* * * (2) if incurred in any transaction entered into 
for profit, though not connected with the trade or busi- 
ness; * * * (j) Bad Debts * * * (k) Depreciation 
* * * (1) Depletion * * * (n) Charitable and Other 
Contributioris—In the case of an individual, contributions 
or gifts made within the taxable year to or for the use of: 
* * * (2) a corporation, or trust, or community chest, 
fund, or foundation, organized and operated exclusively 
for religious, charitable, scientific, literary, or educational 
purposes, or for the prevention of cruelty to children or 
animals, no part of the net earnings of which inures to 
the benefit of any private shareholder or individual; 
* * * to an amount which * * * does not exceed 
15 per centum of the taxpayer’s net income as computed 
without the benefit of this subsection. 


Sec. 101. Caprrat Net Gains AND Losses. (a) Tax in 
Case of Capital Net Gain.—In the case of any taxpayer, 
other than a corporation, who for any taxable year derives 
a capital net gain (as hereinafter defined in this section), 
there shall, at the election of the taxpayer, be levied, col- 
lected, and paid, in lieu of all other taxes imposed by this 
title, a tax determined as follows: a partial tax shall first 
be computed upon the basis of the ordinary net income at 
the rates and in the manner as if this section had not 
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been enacted and the total tax shall be this amount plus 
1214 per centum of the capital net gain. 

(b) Tax in Case of Capital Net Loss.—In the case of 
any taxpayer, other than a corporation, who for any tax- 
able year sustains a capital net loss (as hereinafter defined 
in this section), there shall be levied, collected, and paid, 
in lieu of all other taxes imposed by this title, a tax deter- 
mined as follows: a partial tax shall first be computed upon 
the basis of the ordinary net income at the rates and in 
the manner as if this section had not been enacted, and 
the total tax shall be this amount minus 12% per centum 
of the capital net loss; but in no case shall the tax of a 
taxpayer who has sustained a capital net loss be less than 
the tax computed without regard to the provisions of this 
section. 

(c) Definitions—For the purposes of this title— 

(1) “Capital gain” means taxable gain from the sale or 
exchange of capital assets consummated after December 
31, 1921. 

(2) “Capital loss” means deductible loss resulting from 
the sale or exchange of capital assets. 

(3) “Capital deductions” means such deductions as are 
allowed by Section 23 for the purpose of computing net 
income, and are properly allocable to or chargeable against 
capital assets sold or exchanged during the taxable year. 

(4) “Ordinary deductions” means the deductions allowed 
by Section 23 other than capital losses and capital 
deductions. 

(5) “Capital net gain’? means the excess of the total 
amount of capital gain over the sum of (A) the capital 
deductions and capital losses, plus (B) the amount, if any, 
by which the ordinary deductions exceed the gross in- 
come computed without including capital gains. 

(6) “Capital net loss” means the excess of the sum of 
the capital losses plus the capital deductions over the total 
amount of capital gain. 

(7) “Ordinary net income” means the net income, com- 
puted in accordance with the provisions of this title, after 
excluding all items of capital gain, capital loss, and capital 
deductions. 

(8) “Capital assets” means property held by the tax- 
payer for more than two years (whether or not connected 
with his trade or business), but does not include stock in 
trade of the taxpayer or other property of a kind which 
would properly be included in the inventory of the tax- 
payer if on hand at the close of the taxable year, or prop- 
erty held by the taxpayer primarily for sale in the course 
of his trade or business. * * *, (Italics supplied.) 


In measuring the amount of a taxpayer’s net in- 
come for the purpose of arriving at the base for cal- 
culating the 15 per cent limitation on the deduction, 
the test should be a practical one rather than a fic- 
tional or theoretical one. Taxation is an intensely 
practical matter and laws in respect of it should be 
construed and applied with a view of avoiding, if 
possible, unjust results. 


In alluding to the provisions of the statute, the 
fact that Congress in Sections 11 and 12 provided 
that the normal and surtaxes should be imposed on 
“net income,” is particularly significant. Disregard- 
ing Section 101 for the moment, a taxpayer must 
have a “net income,” or Sections 11 and 12 would 
have no application. In the case of Taxpayer B in 
the foregoing illustration, the Bureau holds that the 
“ordinary net income,” -is subject to the rates of tax 
prescribed by Sections 11 and 12, but that there is 
no “net income,” under Sections 21 and 23 for the 
purpose of allowing a deduction for charitable con- 
tributions because the capital net loss is in excess 
of the income. Can such an apparent incongruity be 
ascribed to the mind of Congress? 

Prior to the Revenue Act of 1924, which intro- 
duced the capital net loss provisions, such a situation 
would have been impossible. A taxpayer with de- 
ductible losses in excess of gross income would have 
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had no “net income,” under Section 21, no allowance 
for charitable contributions under Section 23(n), and 
no normal or surtaxes under Sections 11 and 12. 
There would have been no conflict and the Govern- 
ment would not be placed in its present anomalous 
position of stating that “net income,” means one 
thing in Sections 21 and 23, and another thing in Sec- 
tions 11 and 12. 


The limit of 15 per cent of “net income,” pre- 
scribed by Section 23(n) is by Section 21 to be ap- 
plied to the gross income defined by Section 22 less 
the deductions allowed by Section 23. Where a capi- 
tal net loss is involved, Section 101(b) is compulsory 
and operates to require the taxpayer to take the alter- 
native which yields to the Government the greater 
tax. When Section 101(b) comes into play. a capital 
net loss is not allowed as a deduction by Section 23 
in computing net income. True, it falls within the 
definition of losses enumerated in Section 23(e), but 
Section 101(b) prevents any such deduction by limit- 
ing the taxable base to ordinary net income, which 
by Section 101(c)(7) must exclude a capital net loss. 
When construing an Act, every part thereof must be 
given effect and brought into harmony, if possible, 
in order to carry out the will of Congress. The Gov- 
ernment contends that the “net income,” in the case 
of capital net loss, for the purpose of calculating the 
15 per cent limit on the deduction for contributions 
is the ordinary net income minus the capital net loss, 
whereas the opposing view is that the net income 
subject to tax under Sections 11 and 12 constitutes 
the base for calculating the limitation. Which view 
is the more reasonable and comports with the intent 
of Congress? 


Judicial Decisions 


HIS precise controversy as to the base to be 
used in calculating the 15 per cent limit on the 
deduction for charitable contributions in the case of 
capital net loss was adjudicated before the United 
States Board of Tax Appeals in Hallie D. Elkins (de- 
cided November 3, 1931), 24 BTA 572. The Board, 
speaking through Mr. Trussell, held that since the 
ordinary net income was the net income subject to 
tax, it without any deduction for the capital net loss 
afforded the base for the calculation of the 15 per cent 
limitation on the deduction for contributions. I quote 
as follows the pertinent portion of the Board’s deci- 
sion, with the explanation that Section 208(c) of the 
1924 Act corresponds to Section 101(b) of the 1932 
Act, Section 214 corresponds to Section 23, Section 
206 corresponds to Section 23(i), since repealed, Sec- 
tions 213 and 214 correspond to Sections 22 and 23, 
Sections 210 and 211 correspond to Sections 11 and 12 
and Section 214(a) (10) corresponds to Section 23(n) : 
The Revenue Acts of 1918 and 1921 contain no provision 
similar to Section 208 (c) of the 1924 Act, and capital 
losses, if deductible, are deductible under Section 214 of 
those two prior acts, and we may say, without deciding, 
that the ruling seems to be a correct interpretation of the 
1918 and 1921 Acts. However, we are of the opinion that 
said ruling is not sound with respect to its attempted inter- 
pretation of the 1924 Act. In the instant case the capital 
net loss is not allowed as a deduction under Section 214 
of the 1924 Act, and such loss does not enter into the com- 
putation of a net loss under Section 206 of that Act because 
of Section 208 (c) of the same act, which is an entirely 
new provision and effects a limitation upon a deduction 
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attributable to the capital net loss. The reasonable and, 
in our opinion, the proper interpretation of the applicable 
sections of the 1924 Act is that when Section 208 (c) is 
applied, as it must be in this case, the “ordinary net in- 
come” is the basis for determining the amount deductible 
on account of charitable contributions. We can not see 
how any other conclusion may be properly reached, for 
the “ordinary net income” is determined pursuant to Sec- 
tions 213 and 214 (after excluding all items of capital gain, 
capital loss and capital deductions) and becomes the tax- 
payer’s net income for the specific purpose of computing 
the tax liability at the rates and in the manner provided 
in Sections 210 and 211, and the total tax is the amount 
so computed minus 12% per cent of the capital net loss. 
That 12% per cent is in the nature of a credit against the 
normal and surtaxes computed under 210 and 211. It is 
untenable to say that for the purpose of computing a tax 
liability this petitioner has a net income of $113,151.98 
and that at the same time she has no net income for the 
purpose of computing the amount allowable as a deduc- 
tion for contributions. 


During 1924 the petitioner made deductible contribu- 
tions totaling $8,632.65, which is less than 15 per cent of 
her ordinary net income computed without the benefit of 
Section 214 (a) (10), and in accordance with our foregoing 
opinion she is entitled to a deduction of that amount from 
her ordinary net income as determined by respondent. 

From the foregoing observations, it is clear the 
Board concluded that the capital net loss was not 
allowed as a deduction under Section 214 of the 
1924 Act, which section is similar to Section 23 of 
the 1932 Act; that the ordinary net income is deter- 
mined pursuant to Sections 213 and 214, which are 
similar to Sections 22 and 23 of the 1932 Act; that 
the ordinary net income becomes the taxpayer’s net 
income for the specific purpose of computing the tax 
liability at the rates and in the manner provided in 
Sections 210 and 211, which are similar to Sec- 
tions 11 and 12 of the 1932 Act, and that 12% per 
cent of the capital net loss is in the nature of a credit 


against the normal and surtaxes computed under 
Sections 210 and 211. 


The Board said that when Section 208 (c) is ap- 
plied, such section being similar to Section 101 (b) 
of the 1932 Act, the “ordinary net income” is the 
basis for determining the amount deductible on ac- 
count of charitable contributions, because it becomes 
the taxpayer’s net income for the purpose of com- 
puting the normal and surtaxes. The Board in the 
Elkins case, supra, expressed no opinion as to the 
base to be used in calculating the 15 per cent limit 
in the case of a capital net gain. Section 208 (c) of 
the 1924 Act referred to above deals explicitly with 
a capital net loss. Section 208 (b) covers the sub- 
ject of capital net gain. It did not follow from the 
Elkins case that the ordinary net income was to be 
used as a base in calculating the 15 per cent limit 
in the case of a capital net gain, because according 
to the tenor of that decision the taxable net income 
is the proper base in determining the amount allow- 
able as a deduction for contributions. In the case 
of a capital net loss, the only taxable net income is 
the ordinary net income, whereas in the case of a 
capital net gain, the taxable net income includes 
both ordinary net income and capital net gain. 


In my opinion, the only reasonable conclusion, 
applicable alike to a capital net gain and a capital 
net loss, is that the term, “net income,” as used in 
Section 23 (n) means the taxable net income. This 
is the only interpretation which gives full effect to 
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the congressional intent in the enactment of the pro- 
visions relating both to charitable deductions and to 
capital net gains and losses. 

The Commissioner of Internal Revenue announced 
that he did not acquiesce in the decision of the Board 
in the Elkins case, but-no appeal was prosecuted 
therefrom. The decision of the Board in the Elkins 
case was handed down on November 3, 1931, and 
Congress by the Revenue Act of 1932, approved 
June 6, 1932, made no change in the law as affecting 
the subject matter of the decision. It may there- 
fore be said that Congress was content with the 
interpretation placed on the Act, and tacitly ap- 
proved the same. 

Subsequently, the Board through three separate 
divisions held in Ralph W. Harbison, (decided Au- 
gust 29, 1932), 20 BTA 896, Susan Dwight Bliss, 
(decided December 2, 1932), 27 BTA 205, and Mary 
Colgate, (decided December 30, 1932), 27 BTA 506, 
held that in the case of a capital net gain, the 15 per 
cent limitation on the deduction for contributions 
was confined to 15 per cent of the ordinary net in- 
come, excluding capital net gain which was taxed 
as 1214 per cent. 

The Commissioner thereupon acquiesced in the 
decision of the Board in the Elkins case. 

On April 6, 1933, the Board handed down its deci- 
sion in Aaron Straus, 27 BTA 1116, holding that in 
the case of a capital net gain, the 15 per cent limita- 
tion applied to total net income, including capital 
net gain, as computed before the deduction for con- 
tributions, and overruling the decisions in the Harbi- 
son, Bliss and Colgate cases. The Board in the Straus 
case said: 

* * * The cases involving capital net losses may or 
may not be distinguishable from those involving capital 
net gains. We express no opinion on that subject, but 
confine ourselves strictly to the question before us. * . 

The Commissioner then withdrew his acquiescence 
in the Elkins case. 


The Supreme Court of the United States in Helver- 
ing v. Bliss, (decided November 5, 1934), 55 S. Ct. 
17, 79 L. Ed. 4, held that in the case of capital net 
gain, the 15 per cent limitation applied to total net 
income, including capital net gain. 

The issue as to the amount allowable as a deduc- 
tion for contributions in the case of a capital net loss 
was not present in the Bliss case, and no language 
appears in the opinion of the Supreme Court evinc- 
ing any intent to pass upon this controversy. 

In Helvering v. Bliss, supra, Mr. Justice Roberts, 
who announced the Court’s opinion, said: 


’ 


For “net income,” the base specified in Section 23 (n) 
upon which the 15 per cent. deduction of charitable con- 
tributions is to be calculated, the petitioner would substi- 
tute “ordinary net income” as defined in Section 101. So 
to read the Act would violate its plain terms and run 
counter to the history of the legislation. 

In the case of capital net gain, such gain is a part 
of the taxable net income, and to confine the 15 per 
cent limit to a part of net income would certainly 
violate the evident purpose of Congress of permitting 
a reduction of taxable income where a taxpayer has 
donated to charity. 
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Mr. Justice Roberts further said: 


The scheme of all the Revenue Acts since that of 1916 
has been to sweep all income of every sort, including 
capital gains, into what is denominated gross income and 
to authorize certain deductions therefrom in order to 
arrive at net income,—the base for calculation of the tax. 
Congress, in order to encourage gifts to religious, educa- 
tional and other charitable objects, granted the privilege 
of deducting such gifts from gross income, but limited 
the total deduction to 15 per cent. of the taxpayer’s net 
income, calculating in the first instance without reference 
to the amount of such contributions. All of the later Acts 
have contained a like provision. The Acts provide that 
the taxpayer shall first deduct from gross income the total 
of all permissible deductions save that for contributions, 
thus arriving at a provisional net income, and then deduct 
therefrom his contributions, but in no event to an amount 
greater than fifteen per cent. of the provisional net income. 
By the last mentioned operation the final net income—the 
base for calculation of the tax—is ascertained. * a 

The term “net income” as used in all of the Rev- 
enue Acts is a statutory concept. The Sixteenth 
Amendment to the Constitution of the United States 
authorized Congress to lay and collect taxes on “in- 
comes.” Congress pursuant to such authority im- 
posed taxes on a “net income,” which was defined 
by it. The objective of Congress in defining “net 
income,” was to simplify the imposition of taxes by 
explicitly setting forth the base for the calculation 
of the tax. From the income received during a tax- 
able year, Congress permitted certain deductions, 
and the balance was subject to tax. In determining 
the amount of a taxpayer’s net income for the pur- 
pose of Section 23 (n) permitting a deduction for 
contributions in the case of capital net loss, the pur- 
pose of Congress in defining “net income,” should 
be kept in mind. It was to arrive at the base for the 
calculation of the tax, and this is still its purpose. 
A net loss on the sale of investment property held 
more than two years is allowed as a deduction in 
computing net income under Sections 21, 22 and 23 
of the 1932 Act, if the ordinary method of computing 
taxes produces a greater tax. Such a net loss is not 
allowed as a deduction under Sections 21, 22 and 23 
if the exclusion of the loss will result in a larger tax 
to the Government. It is not deducted from any- 
thing. It serves only as a base for a 12% per cent 
credit against the tax as finally computed on the 
“ordinary net income.” The “ordinary net income” 
is the net income computed under Sections 21, 22 
and 23, and is the net income within the purview of 
Section 101 (c) (7) and Sections 11 and 12. Since a 
capital net loss is not a permissible deduction, when 
its exclusion will produce a greater tax, there is no 
compelling language in the Act in my opinion which 
would require the deduction of such a loss from the 
income subject to tax under Sections 11 and 12, in 
arriving at the base for calculating the 15 per cent 
limit. 


Mr. Justice Roberts further said: 


Commencing with the Revenue Act of 1921 Congress, 
in order to encourage realization of profits on capital 
assets, saw fit to relieve gain thus derived of the heavy 
surtaxes then applicable, and to permit the payment of 
tax at a flat rate of 12% per cent. on so much of the tax- 
payer’s income as represented the net gain from capital 
transactions. 


The accomplishment of this purpose of applying two 


rates to two different kinds of net income, required new 
provisions as to the base for each rate. Section 101 of 
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the Revenue Act of 1928 prescribes the method to be 
followed. * * * In extending this relief to taxpayers, 
Congress might have modified the privilege theretofore 
existing with respect to charitable contributions, by direct- 
ing that they should be deducted solely from capital net 
gain or should be apportioned and deducted ratably from 
ordinary net income and from capital net gain. The Acts, 
however, evince no such purpose. In the Act of 1928, as 
will be seen by reference to Sections 21, 22 and 23 (supra 
note 4), the statutory concept of net income is preserved. 
These sections are found in part II of title I, which deals 
with “Computation of Net Income.” Section 101, on the 
other hand, is found under “Supplemental Provisions,” and 
is captioned “Supplement A—Rates of Tax.” It is obvi- 
ously directed to the matter of computation of tax ona 
portion of net income as defined in Section 21. There is 
nothing novel in such a division of the statutory net income 
into parts for the purpose of applying different rates of 
tax, as witness the provisions fixing the rates on those 
portions of the entire net income attributable to dividends, 
earned income, interest on United States obligations, and 
gains from the sale of mines, and allowing credits for 
dependents. 


When the Court speaks of applying two rates to 
two different kinds of net income, it obviously has 
in mind the question of a capital net gain, because 
in the case of a capital net loss, there is only one kind 
of taxable net income, to wit: ordinary net income. 
In the case of capital net gain, the two different kinds 
of net income are ordinary net income and capital net 
gain. It is plain in the above quotations that the 
Court is dealing specifically with the question of a 
capital net gain where a segregation of a portion of 
net income is made for the sole purpose of accord- 
ing a special rate of tax. In the case of a capital 
net loss there is no segregation of income. The 
only taxable net income in such a case is the ordi- 
nary net income, and Section 101 (c) (7) specifically 
recognizes that such income is net income. It is 
the net income for the purpose of Sections 11 and 12, 
yet the administrative officials contend that this is 
not the net income for the purpose of Sections 21, 
22 and 23. A capital net loss is in no sense a portion 
of net income, and is not a permissible deduction, but 
merely serves as a base for the allowance of a credit 
against tax, not income. To my mind, the problems 
relating to the deduction for contributions in the 
cases of a capital net gain and capital net loss are 
dissimilar because the facts are different. In the case 
of capital net gain, such gain is a part of taxable 
net income, while in the case of capital net loss, such 
loss is not a permissible deduction in computing tax- 
able net income. Charitable contributions are de- 
ductible from “net income” as defined in Section 21. 
But Section 21 defines “net income,” as gross income 
less deductions allowed by Section 23, and Sec- 
tion 101(b) operates to prevent the deduction of a 
capital net loss despite subsection (e) of Section 23. 
Section 101 (a) does not affect the inclusion of a 
capital net gain in Section 22, but Section 101 (b) 
does affect the inclusion of a capital net loss as a 
deduction in computing net income under Sections 21 


and 23. 


Mr. Justice Roberts further said: 


The plain requirements of Section 101 are that in ascer- 
taining the ordinary net income there should be excluded 
from the computation only items of capital gain, capital 
loss, and capital deductions. Charitable contributions cov- 
ered by Section 23 (n) obviously are not capital deductions 
as defined by Section 101 (c) (3), but on the contrary are 
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“ordinary deductions” within the meaning of Sec- 


tion 101 (c) (4). 

3y the express words of Section 23 (n) charitable con- 
tributions are to be deducted from net income as defined 
in Section 21; and nothing in Section 101, which prescribes 
merely a method for segregating a portion of that net 
income for taxation at a special rate, in any wise alters 
the right of the taxpayer to take the deduction in accord- 
ance with Section 23 (n). 

Section 101 (c) (7) states that “ordinary net 
income” means the net income, computed in accord- 
ance with the provisions of this title, after excluding 
all items of capital gain, capital loss, and capital 
deductions. It follows therefore that the ordinary 
net income is the net income computed under Sec- 
tions 21, 22 and 23 of the Act. By the clear and 
explicit language of Section 101 (c) (7) “ordinary 
net income” is called “net income.” The Supreme 
Court recognized that the deduction for charitable 
contributions is an ordinary deduction within the 
meaning of Section 101 (c) (4), and that Court fur- 
ther recognized that the deduction must be taken in 
whole from ordinary net income. In the case of a 
capital net gain, where the ordinary deductions, in- 
cluding the deduction for contributions, exceed the 
gross income computed without including capital 
gains, such excess is deducted from the capital gain 
in arriving at the capital net gain subject to the 
12% per cent tax in view of Sec tion 101 (c) (5). In 
computing “ordinary net income,” the deduction for 
charitable contributions is preserved in the same 
manner as applied to the case of a capital net gain 
because it is an ordinary deduction. 


Mr. Justice Roberts further said: 


If the meaning of the Act were doubtful, we should still 
reach the same conclusion. The exemption of income 
devoted to charity and the reduction of the rate of tax on 
capital gains were liberalizations of the law in the tax- 
payer’s favor, were begotten from motives of public policy, 
and are not to be narrowly construed. 


Import of History of the Legislation 


ILERE is nothing in the history of the legislation 

denying the deduction of a capital net loss in the 
computation of taxable income showing any intent 
on the part of Congress to cut down or destroy the 
deduction for charitable contributions. The capital 
net loss provision was — by Congress because 
of the practice of many taxpayers to sell investment 
property at a loss with a view to reducing taxable 
income, in consequence of which the Government 
was deprived of revenue. The Committee Reports 
are barren of any suggestion that the deduction for 
charitable contributions was to be altered or dis- 
turbed through the medium of the capital net loss 
provision. The avowed purpose of Congress in per- 
mitting a deduction for charitable contributions was 
to encourage such donations. It served to reduce 
taxable income, and hence taxes. If a taxpayer has 
a capital net loss in excess of ordinary net income, 
his entire deduction for contributions disappears un- 
der the reasoning of the administrative officials of 








the Bureau, yet he may have a substantial tax to 
pay through the application of the normal and sur- 
taxes prescribed by Sections 11 and 12 of the Act to 
his taxable income. 


There is no question that Congress intended ti 
deny a deduction of a capital net loss in computing 
the taxable income irrespective of the hardship that 
might result. But, did Congress also intend to visit 
on such a taxpayer the additional hardship of losing 
his deduction for contributions in the process of 
denying the deduction of a capital net loss? In my 
opinion, Congress intended to exempt from tax such 
part of a taxpayer’s income which was donated to 
charity up to the limit of 15 per cent of his total 
taxable net income. To hold otherwise would to 
my mind do violence to the manifest intent of Sec- 
tion 23 (n), permitting the deduction for contribu- 
tions to the limit of 15 per cent of a taxpayer’s net 
income, and to the rule that this section is not to be 
narrowly construed since the exemption of income 
devoted to charity was a liberalization of the law 
in the taxpayer’s favor and was begotten from mo- 
tives of public policy. 

While the administrative officials of the Bureau 
seek at all times to execute the revenue laws in 
accordance with the intent of Congress, contro- 
versies do arise as to the meaning of an Act when 
the language employed is not clear and unmistak- 
able. If the meaning of the Act is doubtful as to 
the conflicting views in the present controversy, that 
doubt should be resolved in favor of the citizen who 
helped to sustain charitable institutions. 


In my view of the statute, the net income of a 
taxpayer for the purpose of allowing the deduction 
for charitable contributions in the case of a capital 
net loss, is the ordinary net income, because such 
income is called net income by Section 101 (c) (7), 
it is computed under Sections 21, 22 and 23, and is 
net income for the purpose of Sections 11 and 12 
imposing normal and surtaxes. It was the manifest 
purpose of Congress to exempt from taxes a portion 
of a taxpayer’s income within a prescribed limit. 
This purpose is not fully accomplished if the theory 
that in applying the 15 per cent limitation a capital 
net loss must first be deducted from income subject 
to tax is sustained, because a taxpayer having a capi- 
tal net loss in excess of taxable income is wholly 
deprived of the deduction notwithstanding the fact 
that he may be required to pay substantial taxes. 
To my mind, the only fair interpretation of the Act 
as applied to both capital net gain and capital net 
loss is that the taxable net income as computed under 
Sections 21, 22 and 23 is the base for the calculation 
of the 15 per cent limitation on the deduction for 
contributions. Such a construction reconciles the 
divergent views as to the meaning of the term “net 
income,” as used in the Act, is more compatible with 
the spirit of the legislation, and better adapted to 
effectually accomplish the social purpose for which 
the charitable contributions section was adopted. 
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The Development of Transfer Taxes in the 
United States in the Twentieth Century 


By RopMAN SULLIVAN * 


out in tabular form the essential features of 

Federal and state taxation of estates, inherit- 
ances and gifts. The secondary purpose is to show 
the development of such taxation in the last several 
years. This is done by making a comparison of the 
statutes in force at the start of the century, January 
1, 1901, and January 1, 1935. ‘Though such a method 
of analysis has very decided limitations it also has 
certain marked advantages. A continuous moving 
picture of a process portrays each significant step for- 
ward. It also shows a mass of irrelevant detail and 
sometimes confuses the mind by leading off into byways 
from whence steps must be retraced. A snapshot at 
two periods separated by a considerable interval 
serves sometimes to focus attention both upon the 
nature and the magnitude of change. A comparison 
of the balance sheet of a concern with that of the 
same concern at some previous time is very useful 
in financial analysis. As noted above the value of 
such “stills” is limited. Nevertheless, that value is, 
within the limits, considerable. 


‘Tox main purpose of this brief study is to set 


The taxation of inheritance was known in ancient 
times and the Romans are said to have used such 
taxation to raise revenue to pay returned soldiers, a 
forerunner of the bonus. Various kinds of succes- 
sion duties flourished widely during the Middle Ages. 
In one form or another almost every modern nation 
relies upon such taxes to furnish funds for the opera- 
tion of the machinery of government and they, or 
similar levies, have become firmly entrenched in the 
fiscal systems of the present age. 


The inheritance tax is, strictly speaking, a levy 
upon the share of a beneficiary, either by will or 
intestate succession, of an estate of one deceased. 
It is levied without regard to the size of the estate 
from which it came. An estate tax is a levy upon 
the estate of the decedent without regard to the 
number of beneficial shares into which it may be 
broken either by will or intestate succession. It 
should be pointed out, however, that legislatures 
have frequently used the two terms estate and in- 
heritance interchangeably and it is sometimes diffi- 
cult to know what was the real intent of the law. 
The gift tax is upon bequests taking effect during the 
giver’s lifetime, that is, gifts inter vivos. These three 
kinds of levies are sometimes collectively spoken of 
as transfer taxes. 

Most modern transfer tax laws provide for pro- 
gressive rates. A progressive rate is defined as one 
that absorbs a proportionally larger share of the base 
(the thing taxed—income or inheritance, for exam- 
ple) the larger the base becomes. 


It is customary now to make inheritances sub- 


ject to a tax that is graduated both as to size of 


beneficial share and as to distance of relationship 





* Assistant Professor of Economics, University of Kentucky. 


from the decedent. Such statutes provide for segre- 
gation of beneficiaries into classes, seldom less than 
two or more than five, and for the application of a 
progressive rate scale to each class. This rate scale 
is graduated according to the size of the beneficial 
share but begins at a higher point and moves up 
more rapidly the less the degree of consanguinity 
existing between the decedent and the beneficiary. 

Eugenio Rignano, the late Italian social scientist, 
suggested a third method of progression which de- 
pended upon the number of times the property had 
been handed down. The tax would be greater if the 
property came from one’s grandfather through one’s 
father, say, than if the father had himself accumu- 
lated the property. Rignano suggested that the rate 
be 100 per cent, that is, confiscatory, if the accumu- 
lation had been by any ancestor further removed 
than the second degree—great grandfather for in- 
stance. Though we are not here concerned with the 
merits of this suggestion it should be pointed out 
that it would, if adopted, tend to break up, those for- 
tunes which are of long standing. On the adminis- 
trative side there is the question of identification of 
inherited property and its separation from accumu- 
lated property. 


Pennsylvania was the first American state to pass 
an inheritance tax act. That was in 1826. The rate 
was 2% per cent and “father, mother, husband, wife, 
children and lineal descendants born in lawful wed- 
lock”? were exempt from the payment of the tax. 
There was a provision for exempting all estates valued 
at a sum less than $250. This statute became a 
model for many subsequent tax statutes in other 
states. Since direct ancestors and descendants and 
surviving spouse were exempt the tax fell only on 
brothers and sisters and other collateral relations, 
strangers and bodies corporate or political. Such a 
tax is known as a collateral inheritance tax and it 
was the prevalent type in this country until after 
the opening of the Twentieth Century. In 1855 
North Carolina levied a tax upon direct heirs but it 
was discontinued in 1874.2. The first elaborately 
drawn and carefully administered tax law was that 
which New York enacted in 1885 for the taxation of 
collateral heirs. Prior to this time the statutes had 
been commendable chiefly for their brevity. In 1891 
New York began the taxation of direct heirs but the 
Ohio law of 1894 which was the first to apply the 
principle of progression according to the size of the 
estate (the law applied only to estates exceeding 
$20,000 in value) was declared unconstitutional 
(State v. Ferris, 53 Ohio State 314) and the Missouri 
law of 1895 met the same fate (State v. Switzler, 143 





1 Acts of 1825-26, ch. 72. 

2? For the history of inheritance taxes in the United States see Max 
West, The Inheritance Tax, Columbia University Studies in History, 
Economics and Public Law, Vol. 4, No. 2 (1908), Wm. J. Shultz, The 
Taxation of Inheritance, Houghton Mifflin, 1926, and Commerce Clearing 
House, Inheritance, Estate and Gift Tax Service, 6th edition. 
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Mo. 287). The Illinois law of 1895 taxed collateral 
shares progressively and direct heirs at flat rates but 
with generous exemptions for the nearer relatives. 
This law was upheld,by the United States Supreme 
Court (Magoun v. Trust and Savings Bank, 170 U. S. 


Table I shows the status of inheritance taxes in 
the states as of the beginning of the Twentieth Cen- 
tury, that is, January 1, 1901. 
had no law of any kind taxing successions, and of 
the twenty-two having such laws only eight taxed 
direct heirs. Two of these eight, those of Wisconsin 
and Louisiana, were taxes in name only. The lowest 


Twenty-six states 


Table I 
STATE INHERITANCE TAXES IN FORCE JANUARY 1, 1901 
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rate applicable to direct heirs was ™% per cent, the 
next lowest 24 per cent and the rest were 1 per cent 
except the Louisiana tax which was at the rate of 
10 per cent and applied, regardless of the degree of 
relationship, to inheritable shares of persons not resi- 
dents of any state or territory of the Union. The 
Wisconsin law provided that only personal property 
of estates valued above $10,000 should be taxed. 
Even this provision was not to apply if the personal 
property had paid taxes the year before. The statute 
was declared unconstitutional in 1902. We see then 
that there were only six “regular” inheritance tax 


statutes applying to direct heirs. No state at that 










Were direct 
heirs taxed 
Jan. 1, 1901 
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North Carolina 
North Dakota 
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Texas 
Utah 
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Washington 
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Wyoming 






higher rates. 





and no tax at all was due. 


no 
yes 


yes 


no 
yesf 


® The actual rate was 3 per cent on “‘estates’ 


also bro. & sis., 1¢ 


Rate scale, col- 
lateral heirs, 
Jan. 1, 1901, % 


strangers only, 3 


foreigners only, 10 


wut 


w 





% 





also bro. & sis., 1 





, 


5 


bro. & sis. in 
exempt class 


bo 
“ 


» This law did not tax any but foreign legatees, donees, etc. 
¢ No tax if the entire estate was less than $500. 
4 Estates not exceeding $10,000 were entirely exempt. 

¢ Applicable to personal property only; other property not taxable. 
f Tax applied only to personal property of estates valued above $10,000. 
Held unconstitutional in 1902. 


Exemptions Exemptions, col- 
direct heirs lateral heirs, 
Jan. 1, 1901 Jan. 1, 1901 
none none 
estates $10,000 or estates $10,000 or 


less, exempt less, exempt 
sieneoad only strangers 








Scale of gradua- Scale of gradua- 
tion, direct tion, collateral 
heirs, Jan. 1, 1901 heirs, Jan. 1, 1901 
($1,000) ($1,000) 
a? 
flat flat 











taxed $500 flat 
$20,000 $2,000 ; $500 flat 10, 20, 50+ 
Me sole! en ae a 
MR he Oe eh flat 
, $5004 flat 
$5 ONDE $500 flate flat 
— 8 8=6—ouccea ie flat 
also bro. & sis $500 flat flat 
$7,500 
estates $500 or “flat 
less, exempt 
entire estate $500 flat "flat 
$10,000 
flat flat 
Seatae ar $200 fRiaenaees flat 
a eseratecpeetatecs estates $250 or Wee anes flat 
less, exempt 
outpaces “none _ erated, OC flat 
estates less than 
$250, exempt 
nob ieaioaces net estates $2,000 ES Ahi flat 
or less, exempt 
bro. & sis. in none flat 


exempt class 
also bro. & sis. none 


of $10,000 or less, 4 per cent on those of $10,000 but not exceeding $20,000, 5 per cent on those from 
$20,000 to $50,000 and 6 per cent on those above $50,000. This is not as smoothly graduated as the present statutes that tax only the excess at eve! 


But if the personal property had paid taxes the year before it was exempt 
Black v. State, 113 Wis. 205, 89 N. W. 522. 
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time applied progressive rates to direct heirs and 
only one, Illinois, incorporated any form of progres- 
sion in its inheritance tax law. 


The lowest rate for collateral heirs was that of 
North Carolina, 1% per cent. Three states collected 
2% per cent from collateral heirs, and of the two 
states using a rate of 3 per cent one, Delaware, made 
the rate applicable to strangers only, all others being 
exempt. Fourteen states taxed other than Class J 
beneficiaries at a rate of 5 per cent, the highest rate 
applicable except that of Louisiana mentioned above. 


Table I shows the exemptions for both direct and 
collateral heirs at the opening of the century. It will 
be noted that brothers and sisters were sometimes 
included in Class I, a practice still adhered to by a 
small minority of the states. 

The only element of rate progression existing Jan- 
uary 1, 1901 was in the Illinois law which provided 
for taxation of distant relatives and strangers at 
the following rates: 3 per cent on estates of $10,000 
or less, 4 per cent on estates over $10,000 but not 
exceeding $20,000, 5 per cent on estates exceeding 
$20,000 but not exceeding $50,000 and 6 per cent on 
estates exceeding $50,000. Though the wording is 
not specific it seems clear that the graduation was 
by entire amount and not by brackets, so that a 
legacy of exactly $20,000 would pay 4 per cent but 
one of $20,001 would pay 5 per cent on the entire 
amount. There was an initial exemption of $500. 
The term “estate” seems clearly to be synonymous 
with that of individual share. 


The conclusions to be drawn from this analysis are 
unmistakable. Though inheritance taxation had 
been known in this country for almost seventy-five 
years the dawn of the Twentieth Century found 
little or no progress beyond the early Pennsylvania 
statute noted above. There was little to indicate 
any definite trend in the direction of such taxation. 
Certainly no one looking at the tabulation repre- 
senting the laws of the period could have predicted 
that the American states were on the threshold of a 
period of development of transfer taxation that would 
in thirty years make the accomplishments of seventy- 
five years look insignificant and inconsequential in- 
deed. Such, however, was the case. 

Before examining the status of state transfer tax 
laws as of January 1, 1935 it will be well to notice 
briefly the development of Federal transfer taxation * 
because state statutes have been drawn in many 
cases, as we shall see below, with an eye to certain 
provisions of the Federal laws. 

The act in force at the beginning of the Twentieth 
Century was the last of four short-lived levies. The 
Act of July 6, 1797 imposed a tax on legacies and 
distributive shares of personal property in the form 
of a stamp tax. The tax was payable by the legatee 
and not the estate. It was repealed on June 30, 
1802. The Civil War taxes on successions lasted 
until July 14, 1870. The rates of the tax were light 
as compared with existing rates. The Act of August 
27, 1894 levied a tax on the acquisition of property 
by inheritance as a part of the income tax imposed 
since inheritances were included as income but the 


3 Commerce Clearing House, Inheritance, Estate and Gift Tax Service, 
6th edition, p. 22 et seq. 
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entire act was declared unconstitutional. It was the 
income tax feature and not the succession duty, how- 
ever, that the court frowned upon. 


The Spanish-American War brought about the Act 
of June 13, 1898 which taxed beneficiaries on the 
right to receive. Five classes of beneficiaries were 
created and the rates ranged from 34 per cent to 
15 per cent. Only personal property was taxable and 
husbands and wives were entirely exempt. Estates 
of $10,000 or less were not taxable. The law was 
repealed April 12, 1902. 


Any permanent policy of dependence upon succes- 
sion duties for federal revenue cannot certainly be 
said to have existed at the opening of the Twentieth 
Century. An emergency war levy with low rates 
was in force at the time as we have seen but its 
early repeal and the fact that another was not en- 
acted until 1916 indicate that the maintenance of 
such levies as a permanent part of the federal tax 
system certainly had not been seriously considered 
at that date. This contrasts sharply with the present 
policy of heavy taxation which certainly seems 
firmly enough entrenched. 


Federal Transfer Taxes, January 1, 1935 


HE present transfer taxation of the national gov- 

ernment is divided into two parts, an estate tax and 
a gifts tax. The estate tax is composed technically of 
two separate schedules, that of 1926 as amended 
which allows an 80 per cent credit for state succes- 
sion duties, and that of 1932 as amended by the 1934 
Act. These aggregate rates range from 1 per cent 
on the first $10,000 above a $50,000 exemption to 
60 per cent on that portion of an estate that exceeds 
$10,000,000. 

The Federal gift tax (1932 as amended in 1934) 
was designed to prevent avoidance of federal estate 
tax levies by gifts that, though obviously a material 
part of an estate, could not be proven to be made in 
contemplation of death as the term contemplation of 
death is interpreted by the courts. There is an initial 
exemption of $50,000 which may be taken but once 
in any year or years the donor sees fit. There are 
exemptions of gifts of the value of $5,000 to any one 
person during the calendar year other than gifts of a 
future interest in property. The unique feature of 
the tax is that the gifts are cumulated so that the 
total gifts after some years shall have paid an amount 
(except for the annual $5,000 exemption) equal to 
that which would have been paid had all the gifts 
been made in one year. This arrangement prevents 
the gradual disposal of the estate by gifts so broken 
up that only the lower tax rates applicable to smaller 
amounts would ever apply. The rates range from 34 
per cent on net gifts not in excess of $10,000 to 45 
per cent upon that portion of net gifts which exceeds 


$10,050,000. 


State Laws, January 1, 1935 


ABLE IT presents certain information on the 
status of inheritance taxes in the various states 
thirty-four years after that of Table I. The contrast 
is striking. Nevada is the only state without some 
(Continued, fcllowing Table II, on page 394) 
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Table II 


AXES IN FORCE JANUARY 1, 





State 


Alabama 


Arizona®* 


Arkansas 


California* 


Colorado 


Connecticut 


Delaware 


Florida 


Georgia 


Idaho* 


Were direct 
heirs taxed 


Jan. 


1, 1935 


estate tax 


yes 


yes 


yes 


yes 


1935 








July, 1935 





Rate scale, 


Rate scale, collateral 





direct heirs, heirs, Jan. 1, 1935 
Jan. 1, 1935 Me 
% 
estate tax estate tax 
1,2,3,4,5 2,4,6,8,10 
3,6,9,12,15 
4,8,12,16,20 
5,10,15,20,25 
1,2,3,4,5,6,7,8, 2,4,6,8,10,12,14, 
9,10 16,18,20 
4,8,12,16,20,24, 
28,32,36,40 
0,2,4,6,7,8,8 3,6,9,12 4,8,10,12 
1,2,4,7,9,9,10 5,10,12 
2,4,5,7,714,84 3,5,7,8,9,10 
4,5,6,7,8,9,104,11, 
12,13,1 
7,8,9,10,12,14,16 





yes 


yes 


estate tax 


estate tax 


yes 


32,354 
2 


estate tax 


1,2,3,5,7,10 





Illinois 


Indiana 


Iowa .. 


yes 


yes 


2,4,6,10,14 
1,2,3,4,5,6,7,8, 


2,34,5 5,6,7,8 


estate tax 
























Kansas %4,1,1% 3,5,714,10, > 
1,2,3,4,5 5,7%,10,12%,15 
Kentucky yes 1,2,3,4,5,6,7,8 25,59 9:12 A2, 13, 
9,10,11,12,13 13,14,14,14,15, 
14,15,16 15,15,16 
6,8,10,12,14,16,16, 
16, 16,16, 16, 16, 
16,16,16,16 
Louisiana* yes 2,3 5,5,7 
5,10,10 
Maine yes 1,1%,2,3 4,44%,5,6 
5,6,7,8 
Maryland 5 
Massachusetts yes 1,1,2,4,5,6,7,8 3,5,7,8,9,10,11,12 
1,2,4,5,6,7,8,9  5,6,7,8,9,10,11,12 
Michigan yes 1,2,4,6,8* 5,10,10,15,15 
Minnesota yes 1,2,214,3,4 3,6,714,9,12 
114,3,334,44%4,6 4,8,10,12,16 
5,10,1214,15,20 
Mississippi estate tax estate tax estate tax 
Missouri yes »2,3,4,5,6 3,6,9,12,15,18 
4,8,12,16,20,24 
5,10,15,20,25 
Montana yes 2,4,6,8 4,8,12,16 
6,12,18,24 
8,16,24,32 
Nebraska yes also bro. & sis. 4 
1 4, 


Nevada 
New Hampshire 
New Jersey 


New Mexico* 


New York 





no 
yes 


yes 


yes 


exempt 
charities, ete. 5 


estate tax 


a 
charitable, etc. 5 
others, 5,5,5,5,5 


6,6,7,9,11,13,14, . 


16,16,16,16 


8,8,8,8,8,8,8,10, 


12,14,16,16,16, 
16,16 
Sa 


estate tax 


$10,000 ; 


$6,000 ; 


Exemptions 
direct heirs, 
Jan. 1, 1935 


estate tax 


$2,000 


$4, 000 ; 
$2, 000» 


wife, $25,000» 


others, $10,000 


wife, $20,000 


others, $10,000 


$10,000 


$20,000 ; $3,000 


estate tax 


estate tax 


$10,000 ; $4,000» 


Exemptions 


collateral heirs, 


Jan. 1, 1935 


estate tax 


$500 ; $250; 
$150; $100 


$2,000" ; none 


$5,000 ; $1,000; 
500be 

$2,000 ; $500; 
$5006 


$3,000 ; $500 


$1,000; none 


estate tax 


estate tax 


$2,000 ; $1,000; 


$5005 





$20,000 
bro & 
wife, $15,000 
others, $2,000 


$15,000 ; $5,000 
wife, $75,000%¢¢ 
others, $15,000 


wife, $20,000 
minors, $10,000 
others, $5,000 


$5,000 





$10,000 ; $500%e 


$10,000! 


$30,000 ; $5,000 
$10,000! 


estate tax 
$20,000 ; $15,000 
$5,000>™ 


wife, $17,500 
husband, $5,000 
others, $2,000 
$10,000 










exempt 
$5,000 ; same to 
charities,etc. 


$10,000 on entire 
estateP 


estate tax 


sis. $16,000 


$40,000 ; $10,000%¢ 





Scale of gradua- Scale of gradu-(b) 
direct heirs, ation collateral 


tion, 
Jan. 1, 1935 
($1,000) 


estate tax 


25,50,100,500-+- 


5,10,25,50,75,100, 
200,500, 1,000-+ 


25,50,100 

200,300,500-++ 

50,75,100,150, 
500+ 


25,100,200+ 


25,30,50,100,200-+- 





estate tax 
estate tax 


25 5001 00,200, 
500-+- 





$500 ; $100 


$500 ; $100 


none 





$5,000¢°¢ 
none 


$2,000 ; $500 


$1,000 ; $500 
$500 ; $500% 


none 


$1,000! 


none® 


$1,000 
$250 

$100 
estate tax 
$500 ; $250» 
$100 ; $100 


$500 
none 
none 
$2,000; none¢ 


none?’ 


$500 


noneP 


estate tax 





25,50,200,300,500, 


25,50,100.250,500, 


heirs, Jan. 1, 
1935 ($1,000) 


estate tax 


same 
same 


same 


10,20,50,100, 
200-++ 
214,5,10,15,20, 
30,40,50,250, 
art 
10,15,25, 
+ 


war: 


same 


same 


estate tax 


estate tax 


same 


same 


100,200,500, 
1,000+ 





same 








same 


same 


750, 1,000, 2,000, 


3,000, 4,000, 
5,000, 6,000, 
7,000, 8,000, 
10,000+- 


5,20-+ 
50,100,250-+ 








10,25,50,250,500, 
750, 1,000-+- 
50,250,500,750-+ 


15,30,50,100-++ 


estate tax 
20,40,80,200,400-+4- 


25,50,100-++ 


5,10,20,50+- 


exempt 


same 
same 


flat 


flat 
flat 


same 


estate tax 
same 


same 


oar 


50,100,150,200,300, same 


500,700,900, 

1,100, 1,400, 

1,700, 2,200, 

2,700, 3,200, 
+ 


flat 


estate tax 


flat 


estate tax 


Charities etc. 


(a) Exempt in the 
state 

If out of the 
state appar- 
ently take the 
highest rate 
Entirely —ex- 
empt 


(c) 


apparently same as 
allowed by Fed- 
eral Statute of 
1926 

state and subdivi- 
sions exempt 
(a) (b) 

(c) 


(a) (b) 
(a) (b) 





e. a states and 
subdivisions ex- 


empt (a) (b) 
reciprocal _pro- 
visions 

(c) 





apparently same as 
allowed by Fed- 
eral Statute of 
1926 

apparently same as 
allowed by Fed- 
eral Statute of 
1926 

(c) 






50,150,250,500+- 


(a) (b) 
(a) (b) 





(a) out of state, 
flat, 10% 


(c) but not to 
cities, counties, 
etc. out of the 
state 

(a) out of state 
takes class 2 
rates and $500 
exemption 

(a) (b) 


(a) (b) 


Maryland, 
county or 
exempt, (b) 

(a) (b) 

(a) (b) 


(a) (b) 





any 
city 


(a) 
(a) (b) 


(a) (b) 


(c) 








co (b) 

. J. and subdivi- 
‘sions for public 
purposes exempt 
others, 5% 


none except pic- 
tures etc. — for 
free exhibition 


in the state 
(c) in U.S. 
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Table II—Continued 
—- STATE INHERITANCE TAXES IN FORCE JANUARY 1, 1935 
































1 the === = = = 
Charities, etc. 
the (a) Exempt in the 
»ypar- state 
e the Were direct Rate scale, Rate scale, collateral Exemptions Exemptions Scale of gradua- Scale of gradua(b) If out of the 
ite State heirs taxed direct heirs, heirs, Jan. 1, 1935 direct heire, collateral heirs, tion, direct heirs, tion collateral state appar- 
ex- Jan. 1,1935 Jan. 1, 1935 % Jan. 1, 1935 Jan. 1, 1935 Jan. 1, 1935 heirs, Jan. 1, ently takes the 
<2 % ($1,000) 1935 ($1, 000) highest rate. 
at cae (c) Entirely — ex- 
Fed- empt. 
e ol North Carolina yes 1,2,3,4,5,6,7,8,  4,5,6,7,8,10,12,14, $10,000; $5,000 _— none 10,25,50,100,200, 5,10,25,50,100, (a) (c)F 
divi 9,10,11,12 16,18,20,22,24 $2,000> 500, 1,000, 1, 500, 250,500, 
oooh 8,8,9,10,11,13,15, 2,000, 2,500, 1,000, 1,500, 
ep 17,19,21,23,25,25 3,000-+ 2:000, 2,500, 
3,000-+- 
North Dakota. yes estate tax estate tax estate tax estate tax estate tax estate tax (c) 
een yes 1,2,3,4 5,6,7,8 wife, minor child $500; none 25,100,200+- same (a) (b) but reci- 
7,8,9,10 5, procity for edu- 
others, $3,500 cational institu- 
tions 
Oklahoma .... yes 1,2.3,4,(4.8) 1,3,4,5(5.8)6,7, wife, $15,000 $1,000; $500 50,100,700,900, same (c) 
(5.6) (6.4) (7.2)8,(8.8) (9.6) child, $10,000 7 100, 1,600, 
(7.2)8(8.8) (10.4) (11.2)12 others, $5,000 2.100, 2.600, 
(9.6) (10.4) (12.8) (13.6) (14.4) 3,100, 3,600, 
(11.2)12 (15.2)16 4,100, 5,000, 
(12.8) (13.6) 6,7,8,10,10,10,10,10, 6,000, 7,000, 
(14.4) (15.2) 10,10,10,10,11,12, 8.000, 9,000, 
16 (12.8) (13.6) (14.4) 10,000+- 
; and (15.2) 16 
Ss ex- Oregon ...... yess estate tax’ 1,2,4,7,10,15,20 $10,000 for estate* $1,000; $5005 estate tax 3,5,10,30,50, (a) (b) 
(b) 4,6,8,10,15,20,25 100+ 
pro- ° 1,2,4,10,25, 
50+ 
Pennsylvania . yes 2 10 nonet none flat flat (a) 
: Rhode IslandY ._ yes Y%,,1,1%4,2, 5,6,7,7,7,8 $25,000" $1,000 50,250,500,750, same (c)¥ 
Med 24,3 1,000+- 
Fed- South Carolina. yes 1,2,3,4,5,6 2,3,4,5,6,7 spouse, $10,000 $500; $200> 20,40,80,150,300-+ same (a) (b) 
te ol 4,6,8,10,12,14 minor child, 
; $7,500 
3 . father, mother, 
ed- child, $5,000 
te ol grandchild, $500 
South Dakota. yes wife, 1,2,3,4 3,6,9,12 $10,000 $500 15,50,100-+- same (a) (b) 
others, 2,4,6,8  4,8,12,16 ancestor, $3,000 $200 
$,3 915, 20 $100 
Baines Tennesse ..... yes on entire on entire amount to $10,000 collec- oy 000 collective-25,50,100,150,200, same (a) (c)* 
amount to Class B heirs tively” to entire iy to members 250, 500+ 
Class A heirs, 5,5,6,7,8,9,10,10 class of the class» 
1,114,2,3,3, 
3,3,5 : 
TERY... 00s yes 0,0,1,2,3,4,4 0,3,4,5,6,6,7,8,9,10 $25,000 $10,000 10,25,50,100,200, same y 
state, 5,5,6 4,5,6,7,10,10,10,12, $1,000 250,500,750, 
12,15 $500 1,000-++ 
5,6.8,10,12,12,12, 
at . to 15,15,20 
_ Utah ees an estate tax estate tax estate tax estate tax estate tax estate tax not deductible 
a the Vermont ..... yes 1,2,4,5 5 $10,000 none 25,50,250+ flat (a) (b) 
: Virgitia ....:. yes 1,1.2,3;4,5 2,4,6,8,10,10 $5,000 $2,000; $1,000 25,50,100,500, same (a) (b) 
State 5,7,9,12,15,15 after 1936, $10,000 after 1936 1,000++ 
sc 500 $4,000; $1,000 
$5 Washington*® .. yes 1,2,3,4,5 3,6,8,10,12 $10,000 ; $5,000% _ bro., sis. $5,000 50,100,150,200-+ same (a) (b) 
10,12,15,20,25 none, none 
——— West Virginia. yes 3.5.7, 0,214,393 4,6,8,10,14,18 ” wife, $15.00028 none® 50,150.300,500, same state and subdivi- 
7,9,11,15,20,25 others, $5,000 none 1,000+ sions for publie 
10,12,14,18,24,30 none Races 
(b 
Wisconsin .... yes 2,4,6,8,10 4,8,12,16,20 wife, $15.000 $500 25,50,100,500+ . same (a) (b) 
any 6,12,18,24,30>» husband, $5.000 $250 
a 8,16,24,32,40 others, $2,000 $100 
) Wyoming .... yes 2 : $10,000 $5,000; none flat flat (a) (b) 
«States having community property laws. °The state treasurer in his discretion may abate the tax where the 
: »bExemptions over and above, and not deductible from, the first bracket. decedent’s estate is valued at less than $300. ; ‘ 
©No tax if transfer is less than $500; no exemptions if transfer PClass IT and Ia heirs receive a total exemption of $10,000 if they 
exceeds $500. receive all the property. The exemption is cut down proportionally if 
4An additional tax of 10 per cent upon the amount of any inheritance the estate is shared by Class 2 heirs. , 
tax was levied in 1933. (Ch. 145, Laws of 1933.) The proceeds from “Direct heirs pay an additional tax of 1% per cent and other heirs 
this additional tax are to be used for pensions and care of aged and 3 rer cent upon taxable gifts made prior to death. 
indigent persons. ‘Bequests to out-of-state charities, etc, are exempt if the organizations 
¢Wife or husband, $40,000: father or mother, $10,000; son or daughter, receive and disburse money in North Carolina. 
$15,000; other lineal descendants, $5,000. ‘The Oregon statute imposes two separate taxes. One is an estate 
fSocieties and corporations organized for profit, flat rate of 15 per cent. tax measured by entire estate in excess of a single exemption of $10,000. 
Class A heirs are divided into two groups, spouse,-child or parent which is prorated among all beneficiaries. The second tax is measured 
receiving $10,000 exemption; others $500. by the size of an individual’s share; all members of Class I are exempted 
a No tax if the entire estate is less than $500. Executors’ and adminis- from this tax. 
trators’ commissions are taxed 1 per cent on Ist $20,000 of an estate tThe widow may claim a $500 exemption unless she has deserted her 
and 1/5 of 1 per cent on the balance of the estate. This is a sort of husband or remarried. This exemption claim is independent of the 
ibdivi- auxiliary tax. tax laws but if claimed and allowed is exempt from inheritance taxes. 
public iThe rate applies to entire bequest if in excess of $10,000 and $1,000 If there is no widow entitled at death but there are children, the children 
xempt but must not reduce net bequest below those amounts. ) : may claim $500 exemption. Whether or not this is also exempt from 
, jHusband and wife, $30,000; others, $5,000; brothers and sisters in inheritance taxes is not settled. 
class one. uExcept that the exemption of $25,000 shall be apportioned amoug 
kTransfers of real estate to members of class one are taxed at 34 of those whose interest is less than an absolute interest in fee. 
the rates given. vThere is an estate tax in addition to the inheritance tax; also an addi- 
t pic- 'Lineal ancestor, $3,000. tional estate tax to absorb the 80 per cent credit. 
for ™Husband and wife $20,000 in addition to marital rights of widow or wNot exempt from the estate tax. 
ibition widower which is % of the real or personal pronerty, or, if there are *The value of property transferred “to the United States, the State 
te children the child’s share; mentally or physically incapacitated descend- of Tennessee, or to any political subdivision thereof, any public institu- 


ants, $15,000; others, $5,000. 


"No tax if transfer does not exceed $100; no exemption if transfer 
exceeds $100. 


tion therein for exclusively public purposes, or any corporation, society, 
association or trust formed for charitable, ‘educational or religious pur- 
(Footnotes to Table II continued at foot ‘of first column on next page) 
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form of succession duty. New Hampshire and 
Maryland alone of the remaining forty-seven states 
failed to tax direct heirs.t Progressive rates for such 
heirs are now almost universal, the exceptions, other 
than those noted above, being Nebraska and New 
Mexico with a flat rate of 1 per cent, and Pennsyl- 
vania and Wyoming with a flat rate of 2 per cent. 
Louisiana with a rate of 2 per cent on amounts be- 
tween $5,000 and $20,000 and 3 per cent on the excess 
of $20,000 is the next easiest on inherited wealth. 

We might suggest to Senator Huey Long that “share 
the wealth” like charity might well start at home. 

Progressive rates for other than Class I beneficiaries 
is the rule except in New Hampshire, New — 
and Vermont where they pay at a flat rate of 5 per 
cent, in Pennsylvania where the rate is 10 per cent, 

and in Wyoming where the rates are 4 per cent and 
6 per cent for the two classes of collateral benefi- 
ciaries. Nebraska applies a flat rate of 4 per cent to 
uncles, aunts, nieces and nephews and lineal descend- 
ants thereof and progressive rates to all others. It 
will be noted in Table II that the highest rate appli- 
cable to beneficiaries of the first class is 16 per cent, 
Kentucky, New Jersey and Oklahoma having such 
rates. It should be kept in mind, however, that such 
rates may be high or low in fact depending upon 
the size of the brackets for graduation. A rate of 
16 per cent on amounts in excess of $10,000,000 passing 
to each beneficiary of Class I is largely a fictitious rate 
in a state like Kentucky for bequests of more than 
$10,000,000 are very unlikely to take place. The 
average rate for the entire bequest is, of course, much 
lower than the maximum rate. <A_ bequest of 
$10,100,000 to an adult son or daughter would, under 
the Kentucky rates, pay $1,139,200 or an average of 
11.277 per cent on the entire amount. A bequest 
of $100,000 under the same circumstances would pay 
$2,200 or 2.2 per cent. But in Arkansas a bequest of 
$100,000 would, under the same circumstances and 
with the same rate scale, pay $4,230 or 4.23 per cent 
because the exemptions are smaller and the $100,000 
would be broken into six brackets rather than into 
three as in Kentucky. Washington, with a similar 
rate scale for such amounts, would levy a tax of only 
$1,450 or an average of 1.45 per cent upon a $100,000 
bequest passing to an adult son or daughter. Table 
III gives examples of the extent to which given 
states would tax inheritances of given sizes. 








(Footnotes to Table II continued) 


poses” is allowed as a deduction from the gross estate in determining 
the net estate. 


yThe law expressly states “that if property passes to the United 
States or to any religious, educational, or charitable organization for 
— within the state then the Article (7122 as amended by Ch. 192, 
. of 1933) shall not apply. This would seem to indicate that transfers 
= the United States for use within the state would then be taxable 
under Class B, while the other transfers to religious, etc. organizations 
would be exempt if for use within the state.” Commerce Clearing 
House, Inheritance, Estate and Gift Tax Service, 6th edition, p. 10603. 


Provided, however, there shall be exempt not less than $10,000 from 
payment of inheritance tax in each state, passing to lineal descendants, 
or adopted children or their lineal descendants, or stepchildren or their 
lineal descendants, or sons-in-law or daughters-in-law, being in such 
relation. 


aeTransfers to widow over $15,000 and up to $25,000 have an exemp- 
tion determined by subtracting from $15,000, the difference between 
$15,000 and the amount of the transfer. Over $25,000 no exemption. 

Transfers over $5,000 and up to $10,000 have an exemption deter- 
mined by subtracting from $5,000, the difference between $5,000 and 
the amount of the transfer. Over $10,000 no exemption. 


>>There is a statutory limitation that limits the total tax paid by any 
beneficiary to 15 per cent of the property transferred. 


e©No tax if less than $200. No exemption if over $200. 
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Multiple Rate Scales 


HE levying of more than one rate scale for heirs 

of Class I is not widely practiced. Six states, 
California, Delaware, Kansas, Massachusetts, Minne- 
sota, and South Dakota do, however, make such a 
distinction. In California and Kansas the lower 
rate scale applies only to the wife, in Minnesota and 
South Dakota to the wife and lineal issue, in Massa- 
chusetts to wife or husband, father, mother, child, 
adopted child, grandchild. Delaware does not really 
use two rate scales but permits a rate of 1 per cent 
on the excess above a $30,000 exemption up to 
$50,000 to husband and wife whereas the rate for 
others of Class I is 1 per cent above an exemption 
of $3,000 up to $30,000. 

Multiple rate scales for collateral heirs are, how- 
ever, the rule. Arizona has four separate rate scales 
and several states have three. The rates in Con- 
necticut, Delaware, Maine and Rhode Island never 
exceed 8 per cent. Arkansas and Wisconsin top the 
list with a maximum rate of 40 per cent. Whether 
such rates are justified is largely a matter of personal 
opinion and not susceptible to positive proof one 
way or the other. It does appear that most of the 
laws could be simplified by ceasing to draw fine-spun 
distinctions between classes of relationship. In 
Table II the rate scales are given to correspond with 
the scale of graduation. Where the rate is repeated 
one or more times it indicates that the brackets for 
collateral beneficiaries are larger than those for Class 
I beneficiaries. Take the scale for Kentucky for 
example. The rate progresses smoothly from 1 per 
cent to 16 per cent for persons in Class I but all 
beneficiaries in Class III must pay 16 per cent on 
that portion of a bequest which exceeds $500,000. 
This is indicated by repeating the figure sixteen for 
all succeeding brackets to correspond with the rates 
for persons of Class I. Other illustrations are New 
Jersey, Oklahoma, and Texas. 

It must be borne in mind, however, that rate scales 
are not always in practice what they seem to be on 
paper. There are seven states (eight if we include 
Nevada which has no transfer tax law) having com- 





4 Several significant changes in succession tax laws have already been 
made by 1935 legislatures. 
Maryland levied a direct inheritance tax of 1 per cent and increased 
the rate for collateral heirs from 5 per cent to 7% per cent. 
Montana extended the presumptive period for seanelors in contempla- 
tion of death to three years and established a presumption that 
transfers daring lifetime by unrecorded deeds are transfers as of 
the date of recording. 

daho completely revised the rate and exemption scale. The Class | 
rates are 2, 4, 6, 8, 10, 15 per cent, Class II, 4, 6, 8, 12, 16, 20 
per cent. Class III, 6, 9, 12, 15, 20, 25 per cent and Class IV, 
8, 14, 20, 30 per cent. Class II exemptions were reduced from 
$2,000 to $1,000, those of Class III from $1,000 to $500 and those 
of Class 1V from $500 to nothing. 

New York continues the estate tax rates until July 1, 1936, and 
withdrew from the city of New York the power to impose an 
estate tax. 

Oregon enacted a reciprocal enforcement clause. 

New Jersey added to the exempt list educational institutions to 
which the state has made or may make appropriations. (A ver) 
unique clause.) 

Utah changed the estate tax rates as follows: $25,000 to $75,000, 
5 per cent; $75,000 to $125,000, 8 per cent; excess of $125,000, 10 
per cent. There was a further provision that, at the discretion of 
the tax commission, the taxpayer could choose to pay in kind on 
an estate or any portion thereof which is not liquid. This is a 
highly interesting departure. 

Washington changed the rate scale as follows: Class I to 1, 4, 

9, 10 per cent, Class B, 2, 4, 7, 10,-15, 20 per cent, a C 

10, 15, 20, 25 per cent and further provided that the exemptions 
of each class were to be proportioned among the members of the 
class. Brothers and sisters only are now in Class 

Wisconsin extended the gift tax and emergency transfer tax until 
July 1, 1937, 
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Table III 
“TS ILLUSTRATIONS OF INHERITANCE TAX BURDENS 
tes, am | =——— === <== <— 
ne- On $25,000 On $100,000 On $1,000,000 On $10,000,000 
State ee 
ha 
ver Widow | Brother |Stranger || Widow | Brother |Stranger |} Widow | Brother |Stranger Widow Brother Stranger 
and OREN ARETE: auertE Stee Gree, ees, iene ener Gc 
sa- WINE 5256585 Fes cs $420 | $1,080 | $2,400 |} $3,990 | $8,340 | $17,400 || $79,810 [$160,220 $321,400 || $979,750 |$1,960,380 |$3,921,400 
ild, Connecticut ............. 150 440 | 1,225 1,650 | 2,690 | 5,725 || 36,650 | 46,690 | 76,725 || 396,650 | 469,690 | 796,725 
lly Louisiana® .......... .... 450°} 1,300 | 2,225 |} 2,700 | 6,550 | 9,725 |} 29,700 | 69,550 | 99,725 |} 299,700 | 699,550 | 999,725 
~ Sebene .............. 150 230 | 1,350 900 9s0 | 9,850 || 9,000 | 9,980 | 117,850 99,900 99,980 | 1,197,850 
O 
ra West Virginia ........... 600 | 1,000 | 2,500 |} 3,850 | 5,000 | 11,000 |] 89,850 | 110,000 | 194,000 || 1,159,850 | 1,730,000 | 2,894,000 
aan ee 300 800 | 1,500 |! 1,800 | 3,800 | 6,000 || 19,800 | 39,800 | 60,000 || 199,800 | 399,800 | 600,000 
aSince community property laws are in force in Louisiana the actual tax in case the widow can claim one-half of all the property would be only $150. 
w- 
les 
O , : 
| od munity property tax laws. In these states the sur- this point. Table II shows the scale of graduation 
oe viving spouse is liable only for taxes upon succession for direct and collateral heirs. In Arizona, for in- 
h to the property vesting in the name of the deceased. stance, the rate is 1 per cent on amounts in excess 
ae This in many cases reduces by one half the property of the exemption up to $25,000 passing to direct 
ne subject to transfer taxation. Even in those states heirs, 2 per cent on that portion of the share which 
oa without the institution of community property there exceeds $25,000 but does not exceed $50,000 and so 
“ may be statutory marital rights of a surviving spouse on. The plus mark after the 500 indicates that the 
: Tn f that materially reduce the taxable share. In Mis- highest rate, 5 per cent, applies to that part of a 
ith » souri, for example, a wife or husband who received share that exceeds $500,000. 
y C : - ‘ . 
ener $75, 000 at the death of the other would be permitted Kentucky and Oklahoma continue the progression 
i to deduct a marital right of $50,000 in addition to the to $10,000,000, New Jersey to $3,700,000, and 
Dates statutory exemption of $20,000. The remainder, North Carolina to $3,000,000. Most of the states, how- 
r wee $5,000 would be subject to taxation at the rate of 1 ever, are content to stop at $1,000,000 or $500,000 and 
ae per cent yielding the insignificant sum of $50.° a few go no further than $100,000 or $200,000. Ne- 
all braska stops at $50,000 and Louisiana at $20,000. 
itd Scale of Graduation The scale of graduation for collateral heirs is some- 
00 times not carried out in as much detail as that for 
‘to S we have seen, progressive rates have only re- direct heirs. This is indicated in Table II as we 
<i cently become the accepted practice among have seen above by repeating the rate for collateral 
aes American states in the taxation of successions. heirs throughout the entire range over which the rate 
ew When the idea was first introduced the progression applies even though two or more rates applied over 
_ was by totality, that is, the various rates were made this range for direct heirs. This was done to facili- 
iles to apply to the entire transfer depending of course upon tate comparison. 
on J - “ite This made hoa ap sere Ewe oe Two states, Colorado and North Carolina, secure 
ude Pompe eae a “ ta Wi ‘ . van a fel more rapid progression for collateral successions by 
ym- 7 8 pe eee ee eee ges wrragat making the brackets smaller than for direct succes- 
oragiaal gift been smaller. For example, a rate of sions. This plan commends itself highly to- those 
been ed cent on a es aga ope 4 $50,000, who believe that collateral beneficiaries should bear 
rased eek al ten 7 ae $ ne i. seed aagtpe tate ; substantially greater burdens than are borne by 
npla- rn 100 th: a. oe + $24.90). fc es ee ae e direct line beneficiaries. If the raising of revenue is 
hag $25,100 than upon one of $24,900, for $25,100 minus a prime consideration there is an additional motive 
4 per cent of $25,100 equals $23,996 while $24,900 for using the more rapid graduation. Indiana, on 
ass | minus 2 per cent of $24,900 equals $24,402. When ey Se teens ee enOe a 
6, 20 thi tithe : ; ‘i i the contrary, has fewer but larger brackets for col- 
Rd lis difficulty was appreciated a so < pniitage al lateral beneficiaries trusting to the higher rate scale 
those times introduced which provided that under no cir- to maintain the necessary differential between the 
ond cumstances was the tax to reduce the net amount burdens borne by the two classes of beneficiaries. 
on — by the beneficiary below what it would have The wisdom of this procedure is seriously to be ques- 
i een had he inherited a smaller amount. ; tioned. A tax that permits a single rate of 5 per cent 
ver) rhe method in general use now is to apply a given or 7 per cent to apply to amounts up to $100,000 
000, rate to a given amount, say the first $25,000 of a passing to collateral heirs and strangers is hardly 
Ae beneficial share, a higher rate to that portion of the to be considered a progressive tax at all. 
don beneficial share which exceeds $25,000 but does not Finally, it is necessary to note that many of the 
is a . - . ‘ aie 7 s x6 : 
- exceed, say, $50,000 and so on up to a point above legislatures had very hazy notions of what consti- 
3 C, which the rate no longer increases. There is a wide tutes smoothly progressive rates. There are erratic 
oe range of variation among the various state laws on 
, _—_— 6 Sullivan, Rodman, The Inheritance Tax in Kentucky, Bulletin of the 
unti 


5 Commerce Clearing House, Inheritance, Estate and Gift Tax Service, 
6th edition, p. 5803. 


Bureau of Business Research, University of Kentucky, Vol. I, No. 2 
(June 1930), p. 46 et seq. 
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and unaccountable jumps in the scale of graduation 
of some states. Arkansas, for example, has three 
consecutive brackets of $25,000 each and Oklahoma 
makes a jump from $100,000 to $700,000 after a typi- 
cal $25,000, $50,000, $100,000 start. Most of the 
states could increase the revenue from this source 
by decreasing the size of the brackets, especially 
those with large initial brackets. 


Exemptions 


ABLES I and II show the exemptions permit- 
ted at the two periods considered. The wording 
of some of the earlier laws on this point was not 
always exact and specific. It was sometimes difficult 
to tell if the exemption was intended for the entire 
estate or for each beneficiary. Some of the recent 
statutes are very specific in providing for exemptions, 
even providing for those cases where the bene- 
ficial share passes directly to the heirs of a bene- 
ficiary on account of the death of the said beneficiary 
prior to the distribution. The usual arrangement in 
such cases is to divide the exemption that would 
have been allowed, for example, to the son propor- 
tionally among each of his children. This is not 
always the case however, and when such provision 
is not made the intent of the legislators is frequently 
not achieved as that intent is usually to allow less 
favorable conditions to those more remotely related 
to the decedent whose estate is being transferred. 
It should be borne in mind that the scale of ex- 
emptions is just as important as the scale of rates 
in determining the burden to be borne. High rates 
are meaningless until they start to apply. It is par- 
ticularly important to determine whether the exemp- 
tion is deductible before the share is set out into 
brackets or afterward. In Table II those states 
which permit the former practice are indicated by a 
footnote in the column of exemptions for direct 
heirs. The difference is of prime importance. Ari- 
zona and Idaho have the same rates and scales of 
graduation up to $100,000 but Idaho permits the ex- 
emption to be deducted before the share is set up in 
brackets. The tax on a wife receiving $100,000 
would be $1,950 but in Arizona the tax under the 
same circumstances would be $2,150. The difference 
is $200 which is 2 per cent of $10,000 and not 1 per 
cent as one would expect at first thought. Most of 
the states set up the share in brackets and permit the 
exemption to be deducted from the first bracket, 
applying the stated rate to the remainder. Uniform- 
ity of practice in this matter would give rate com- 
parisons more meaning. 


Wife v. Husband 


There are wide differences in the treatment ac- 
corded husbands and wives in the matter of exemp- 
tions. Kansas allows wives an exemption of $75,000 
and husbands an exemption of $15,000. Until re- 
cently California permitted wives an exemption of 
$50,000, the next highest allowed by any state. This 
has now been cut in half. Iowa is now the more 
generous in this respect, allowing $40,000 to both 
husband and wife. But a number of states permit 
much larger exemptions for wives than for husbands 


July, 1935 





—Montana, for example, with exemptions of $17,500 
and $5,000 respectively. 


Minors 


Several states allow a larger exemption to minors 
of Class I than to those of age in that class. The 
theory underlying this discrimination is that the 
elder children have already been the recipients of 
larger expenditures on the part of their forebears 
than can be possible for the youngsters. This may 
or may not be true. It frequently happens that the 
younger children have been dealt with much more 
generously than their elder brothers and sisters be- 
cause the family income has, in the normal course 
of events, increased with the passing of the years. 
Another reason for the discrimination is the pre- 
sumed ability of the elders to provide for themselves 
better than the minor is able to do for himself. It 
often happens, however, that the mother or older 
brother or sister assumes the care of the minor pre- 
serving thereby the latter’s share intact until he or 
she is of age. In such cases justice would demand 
a larger exemption for those assuming this extra 
burden than for the ward himself. 

The above reasoning certainly is without validity 
in the case of those further removed than the first 
degree. Since most states include all direct descend- 
ants in Class I a provision to give minors a more 
generous exemption than others would apply to 
grandchildren and great grandchildren unless they 
were specifically excluded from the provision. A 
surprising amount of wealth passes directly to the 
third and fourth generation. Ina study made some 
years ago the writer found that 281 grandsons and 
granddaughters were subject to inheritance taxes 
under the laws of Kentucky in the years 1922-1928 
inclusive on amounts ranging up to one-half million 
dollars.?. Those that were under age received an ex- 
emption of $10,000. The number unassessed because 
their beneficial share did not exceed $10,000 was, of 
course, undeterminable. Such exemptions are not 
in line with the theory of progressive taxation ac- 
cording to distance of relationship. The rates should 
go up and the exemptions should go down for those 
of each succeeding generation. In fact, it is doubt- 
ful if exemptions are justifiable at all for any but 
members of the immediate family. 

Though there is also wide variation in the gener- 
osity to collateral heirs in the matter of exemptions 
among the various states it is noticeable that the 
more recently enacted statutes have a tendency to 
curtail the privileges of this class. There seems to 
be a growing tendency to accord no exemption at all 
to distant relatives and strangers and the older prac- 
tice of including brothers and sisters in Class I seems 
to be losing favor. 


The Vanishing Exemption 


NE method of handling the troublesome exemp- 
tion problem is to withdraw the exemption pro- 
vided the beneficial share exceeds it in amount. The 
withdrawal may be sudden or gradual. Both meth- 
ods are used. In New Jersey, for example, relatives 
other than those of Class I, and strangers receive 





7 See the writer’s, The Inheritance Tax in Kentucky, ch. 4. 
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each a $500 exemption but if the beneficial share 
exceeds $500 the entire amount so passing is taxable. 
Here again it is possible for a smaller beneficial 
share of, say, $500 to be worth more than a larger 
one of say $525 for the latter would, if passing to a 
member of Class D pay 8 per cent or $42 in taxes 
leaving a net share of only $483. In the second 
method the actual exemption is determined by sub- 
tracting from the stated exemption the amount by 
which the beneficial share exceeds this stated ex- 
emption. The West Virginia law provides a good 
example. A son or daughter is entitled to an ex- 
emption of $5,000. If the beneficial share is $6,000 
the exemption would be $4,000, if $7,000 the exemp- 
tion would be $3,000 and so on. On shares exceed- 
ing in value $10,000 there would, of course, be no 
exemption allowed. This method, while not quite 
so simple as the first mentioned, gives a smooth and 
equitable progression and is, therefore, to be com- 
mended. 


Gifts to Charities, etc. 


HE earlier inheritance tax statutes sometimes 

omitted any mention of gifts to charitable, edu- 
cational, religious and scientific societies. In such 
cases the bequests would be taxable. When classi- 
fication of beneficiaries according to relationship be- 
came common funds passing to such societies and to 
governmental units, and their subdivisions became 
taxable at the highest rates imposed unless other- 
wise provided for. At first this oversight was cor- 
rected by making all such gifts entirely exempt and 
a few states still adhere to this practice. The trend 
has, however, been away from complete exemption 
and toward taxation at the highest rates applicable 
if the beneficiaries are other than the state, its po- 
litical subdivisions or non-profit societies operated 
for a public purpose either organized in or carrying 
on a substantial part of their work in the state of 
the decedent’s domicile. Sometimes the United 
States Government is added to the list of exempt 
institutions. Beneficiaries located outside the limits 
of the United States or its possessions are. usually 
taxable at the highest rates applicable. Kentucky 
follows a middle ground and taxes gifts to educa- 
tional, religious and charitable institutions within the 
United States but outside the state at the Class II 
rates. New Mexico on the other hand exempts noth- 
ing but gifts of paintings, pictures, books, engrav- 
ings, etc. for free exhibition within the state. A 
beginning has been made on a system of reciprocity 
treatment for gifts for public purposes going out of 
the state. California and Connecticut, for example, 
exempt fully bequests to all such institutions pro- 
vided they are in states having a reciprocal provision. 
It remains to be seen how far this movement will go. 
That it will be slow and halting there can be little 
doubt. 


Estate Taxes 


HE estate tax offers certain advantages, particu- 
larly in the matter of simplicity of administra- 
tion, over the inheritance tax. Being levied upon the 
right to transmit and not upon the right to receive 
and being upon the entire net estate and not upon 
the beneficial share the calculation is much simpler 
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than that of the inheritance tax. Perplexing prob- 
lems having to do with the calculation of remainders, 
life interests, contingencies, etc. are non-existent for 
the law is not concerned with the disposition of the 
property but only with its amount at the demise of 
the owner. 


There can be little disagreement with the state- 
ment that the taxation of the right to receive is 
largely a fiction anyway in the case of those bene- 
ficiaries residing in states other than that of the de- 
cedent. The state of residence of the beneficiary 
takes for granted that the tax has already been paid 
and is, in fact, glad enough to have the property pass 
to one of its residents because the property tax base 
of the state is thereby broadened by that much for 
the future. 


At the present time Alabama, Florida, Georgia, 
Mississippi, New York, North Dakota, and Utah use 
only the estate tax form. The levies of Alabama, 
Florida and Georgia are based directly upon the 
Federal Estate Tax Act of 1926 and are designed to 
absorb the full 80 per cent credit allowed under that 
Act, no more and no less. Florida had a constitu- 
tional provision prohibiting the levying of estate or 
inheritance taxes until 1930 and the same was true 
of Alabama until 1931 except for a small tax on 
collateral heirs. The laws of these three states 
would become inoperative should Federal taxation of 
estates cease or the granting of credits cease. The 
Mississippi law is similar except for the wording that 
says the law shall be in force as long as the United 
States levies an estate tax, and for the exemption of 
$50.000. The expression “an estate tax” does not 
specify that any particular rate must be levied or 
that any credits be allowed by the Federal Govern- 
ment. The 1926 Federal estate tax allows as we 
have seen an exemption of $100,000 so the effective 
rates in Mississippi are slightly above the 80 per cent 
credit because the rate range from 4 of 15 per cent to 
16 per cent of exactly 80 per cent of the Federal rate 
in the 1926 law. 

The New York estate tax law is not dependent 
upon the Federal law. The rates in effect January 
1, 1935, ranged from 1 per cent on amounts up to 
$150,000 to 20 per cent on that portion of an estate 
in excess of $10,000,000. An exemption of $20,000 
for husband or wife and $5,000 each for others of the 
usual Class I heirs (brothers and sisters in this group 
in New York) is deductible from the first $150,000. 

The City of New York levied, December 5, 1934, a 
city estate tax equal to 40 per cent of the tax levied 
by the State of New York. Residents of the city of 
New York are liable to 40 per cent of the full extent 
of their liability to the state and non-residents to 
an amount proportional to the ratio which the value 
of real property and personal tangible property in 
the city bears to the real property and tangible per- 
sonal property in the entire state. This city tax 
will expire, unless extended, at the end of 1935. The 
proceeds are to be used for relief of hardships due 
to unemployment. 


The rates of the North Dakota estate tax begin 
at 2 per cent on the first $25,000 and rise to 23 per 
(Continued on page 436) 





































































































Stock Transfer Tax vs. Transfer 


| Recording ‘Tax 


Taxation of Assignments and Deliveries of Stock 
Effected Outside of New York 


By Francis X. MANNIX * 


This article is of special interest to residents of states outside of New York, since 


it adduces strong support for the contention that large sums of money have 


> been 


illegally collected from nonresidents under the stock transfer tax laws of New York 
and other states.—EDITOoR. 


N THESE dolorous days of diminishing revenues 
and increasing requirements for public aid, it is 
only natural that tax collectors should strain to 

extract every advantage possible from tax statutes. 
It is also to be expected that taxpayers should strive 
to defend themselves with equal 
vigor against wrong and forced in- 
terpretations which would overbur- 
den them. Taxation is a tug of 
war; it is the most practical feature 
of a practical world and it is with this 
in mind that we approach the question 
of the Stock Transfer Tax discussed 
in the following paragraphs. 

By an amendment to the New 
York Tax Law? in 1905,? a new 
Article * was added to provide for 
the rate and manner of collection of 
a new tax upon sales, deliveries, 
transfers, and so forth, of shares or 
certificates of stock. Owing to sub- 
sequent amendments, a tax is now 
imposed upon “all sales, or agree- 
ments to sell, or memoranda of sales 
and all deliveries or transfers of 
shares or certificates of stock or 
certificates of rights to stock or cer- 
tificates of deposit representing cer- 
tificates taxable under this article’ ; 
also, upon acts necessary to effectu- 
ate such transfers.’ 





It is well settled that a state has a general and 
almost unlimited and absolute power to tax transac- 
tions which actually occur within its borders or 
jurisdiction,” provided, of course, that the tax is laid 
in accordance with constitutional requirements ;° 
that it is not oppressive,’ and that it does not attempt 
to tax the instrumentalities of a greater sovereignty.* 
Whether it exercises its power and authority to its 
fullest extent in a given case, however, is another 
matter, and depends upon how inclusive are its 
laws in that respect. 

In regard to sales, agreements to sell, memoranda 
of sales and similar acts completed within New Yorix 
State, no doubt is entertained as to their taxability ; 
hene e, We can omit consideration of such transactions 


* Member of the New York Bar. 
(Footnotes 1-10 on next page) 





Francis X. MANNIX 


by assuming that they occur without the State oi 
New York. A question does arise, however, as to 
the nature of the transactions which are taxed, when 
a tax is imposed upon “all deliveries or transfers of 
shares or certificates of stock.” 


Deliveries of Stock 

ET us first consider the question 

of delivery of stock. When is 
stock delivered? Does a stockholder 
make delivery, under the tax law, 
when he merely hands his certificate 
to an agent, without intent or ex- 
pectation of greater rights being ob- 
tained by either party? It is too 
well settled a legal principle, to 
admit of controversy, that possession 
of an agent is possession of the 
principal. What effect has this rule 
upon interpretation of legislative in- 
tent as to taxable deliveries? 

We ultimately come to the ques- 
tion, “What constitutes delivery 
under Section 270 of the tax law?” 
Is it the passing of possession for a 
use or purpose which will in any 
way benefit the parties involv ed: 
Must the passing of possession give 
the parties new privileges, rights 
and so forth, in order to constitute 
a taxable delivery, even though the 
deliveree may not acquire title, by 
reason of lack of intent to pass title? What is the 
nature of the transaction whereby stock is handed 
to a person, when the receiver remains exactly in the 
same position after receiving such stock as he was 
in prior thereto? Is such a transaction a delivery 
within the tax law; or, is the giving of the stock 
disregarded, owing to the fact that the receiver’s 
legal status as stockholder has remained unchanged? 

The term delivery has been judicially defined as 
the act of parting with possession and control of 
property.® In order, then, to properly determine the 
meaning of delivery we must also consider the mean- 
ing of the term possession, as judicially interpreted. 
Possession in itself, however, has a dual meaning: 
Tt may be constructive or actual."° We are here con- 
sidering possession in regard to delivery, though, so 
we shall confine our consideration to actual posses- 
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sion. Actual possession is a detention or enjoyment 
of a thing which a person holds or exercises by him- 
self or by another, who keeps or exercises it in his 
name.'? To constitute such possession, it has been 
held that mere temporary custody is not sufficient." 


Thus, delivery is.a transfer of possession and do- 
minion of property with the intent to transfer the 
title thereto;'® or, in other words, a surrender of 
something to a person, as his own property.* It has 
also been held that the term delivery imports a sur- 
render or parting of possession for a permanent pur- 


pose; so, the delivery of a document is more than a 
mere production of it. 


We now see that the question of delivery is purely 
one of intention. It appears from the preceding ju- 
dicial definitions that mere handing over of stock 
does not, in itself, constitute a delivery of such stock; 
but, on the other hand, by an analysis of the sur- 
rounding language in Section 270 of the tax law, we 
find that an absolute transfer of title to the property 
is not required in order to complete or effect a tax- 
able delivery thereof. /t seems that a taxable de- 
livery of stock 1s more than a mere handing over of 
such stock, although it may be less than a transfer of 
title to it, by a delivery of its possession with intent to 
transfer title thereto. Deliv ery in such a case would 
be a passing of possession for a use or benefit to 
either the deliverer or deliveree. It would be the act 
whereby the deliveree would be placed in a position 
to enjoy the rights of a stockholder, whether or not 
such was the original intention of the deliverer. 


Moreover, an original issue of stock has been held 
to be tax-exempt by New York State;" so, it would 
appear that since it is not a taxable transaction, 1s 





1L. 1896, Ch. 908; Ch. XXIV Gen. Laws. 
L. 1909, Ch. 62, as amended.) 

2L. 1905, Ch. 241. 

% New York Tax Law, Article XV; Ch. 24 Gen. Laws; 
XII; Ch. LX Cons. Laws; L. 1909, Ch. 62, as amended). 

*The statute now generally provides: ‘There is hereby imposed and 
shall immediately accrue and be collected a tax, as herein provided, on 
all sales, or agreements to sell, or memoranda of sales and all deliveries 
or transfers of shares or certificates of stock, or certificates of rights to 
stock, or certificates of deposit representing certificates taxable under 
this article, in any domestic or foreign association, company or corpora- 
tion, or certificates of interest in business conducted by a ‘trustee or 
trustees, made after the first day of June, nineteen hundred five, whether 
made upon or shown by the books of the association, company, cor- 
poration or trustee, or by any assignment in blank, or by any delivery. 
or by any paper or agreement or memorandum or other evidence of 
sale or transfer, whether intermediate or final, and whether investing 
the holder with the beneficial interest in or legal title to said stock, 
or other certificates taxable hereunder, or merely with the possession 
or use thereof for any purpose, or to secure the future payment of 
money, or the future transfer of any such stock, or certificates 
It is not intended by this article to impose a tax * respect 
to shares or certificates of stock, or certificates of rights to stock, or 
certificates of deposit representing certificates of the character taxed by 
this article, in any domestic association, company or corporation, even 
though a record of the transfer is made in the stock book kept in com- 
pliance with section ten of the stock corporation law, if the transfer 
is made upon the books of such association, company or corporation 
regularly kept at a transfer office or by a transfer agent outside the 
state, provided the keeping of such books outside the state is necessary 
or convenient for the transaction of the ordinary business affairs of 
such association, company or corporation and is approved by the tax 
commission, and neither the sale, nor the agreement to sell, nor the 
memorandum of sale, nor the delivery is made in this state and no act 
necessary to effect the transfer (other than the making of a record in 
the stock book kept in compliance with section ten of the stock cor- 
poration law) is done in this state. * * * No further tax is imposed 
upon the delivery of the certificate, or upon the actual issue of a new 
certificate when the original certificate is accompanied by the duly 
stamped memorandum of sale as herein provided.” (N. Y. Tax Law, 
Art. XII, Sec. 270.) 

5 Ohio Oil Co. v. Conway, 281 U. 
775 (1930); 
92 N. E. 
(1912) ; 
(1906). 

® Ohio Oil Co. v. Conway, 281 U. S. 146. 50 Sup. Ct. 310 (1930); 
Tyler v. United States, 281 U. S. 497, 50 Sup. es on (1930); State 


Board of Tax Com’rs. of Indiana v. Jackson, 283 U.S; $27, 5% Sup. Ct. 
540 (1931). 


(Now Ch. LX Cons. Laws; 


(Now Article 


S. 146. 50 Sup. Ct. 310, 74 L. Ed. 
Metropolis Theatre Co. v. City of Chicago, 246 Ill. 20, 
597 (1910), Aff’d, 228 U. S. 61, 33 Sup. Ct. 441, 57 L. Ed. 73 
People ex rel. Hatch v. Reardon, 184 N. Y. 431, 77 N. E. 970 
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a delivery of stock, then a taxable delivery is not 
involved in the mere handing over of a certificate 
of stock by the corporation, unless the certificate is 
given for a use, purpose or benefit to the parties 
involved; such as, a delivery pursuant to a sale of 
treasury stock, a delivery pursuant to an exchange 
of treasury stock for property, a delivery of treasury 
stock in payment of an antecedent debt of the cor- 
poration, and so forth. Consequently, inasmuch as 
the sole purpose of a certificate of stock is merely 
to supply documentary evidence of a stockholder’s 
pro rata interest in a particular corporation,’ and 
since title to stock passes without the issuance of a 
new certificate in the new name,'* production and 
surrender of a certificate to the corporation for can- 
cellation, then, would not be a taxable delivery, nor 
would the subsequent issuance of a new certificate 
constitute a taxable delivery by the corporation ;'® 
for, neither the cancellation of the assigned certif- 
icate, nor the issuance of a new one, is the act where- 
by the assignee, for the first time, obtains legal 
recognition as a stockholder.” 


Having thus disposed of the question of delivery, 
we may now consider the question of whether a 
taxable transfer is involved, under existing New 
York tax laws, when an assignment and delivery of 
stock occurs without New York State, followed by 
cancellation of the assigned certificate and the issu- 
ance of a new one in lieu thereof, within that State. 


Transfer of Stock 


HIS leads us to the question: “What type of 
transaction does New York State tax when it 
imposes a tax upon transfers of stock?” The tax law 


7 Farmers Loan and Trust Co. v. 


Minnesota, 280 U.S. 204, 50 Sup. Ct. 
98, 74 L. Ed. 371 (1930). 


8 McCullouch v. Maryland, 4 Wheat (U. S.), 316, 4 L. Ed. 579 (1819). 
* Dyer v. Atlantic Coast Line R. Co. (Mo. A.), 186 S. W. 529, 530 
(1916). 


49 Corpus Juris (1096) ; 

1 Bouvier Law Dict.; 
1093, and cases cited. 

12 Emerson v. State, 33 Tex. Cr. R. 89, 25 S. W. 289, 290 (1894). 
The court here held that, to constitute possession, there must be com- 
bined with custody, the control, care and management of the property; 
so that, under a statute relating to theft, if the property be in the mere 
temporary custody of a servant or other person, the indictment need 


not allege the possession to be in such temporary custodian. 6 Words 
and Phrases 5467. 


Bouvier Law Dict., and cases cited. 
6 Words and Phrases 5464; 49 Corpus Juris 


" Kinne v. Ford, 52 Barb. (N. Y.) 194, 197 (1868), Affd. 43 N. Y. 
587 (1871); Crouse v. Judson, 84 N. Y. S. 755, 41 Misc. Rep. 338 
(1903). 

™% Peoples’ National Bank v. Freemans’ Bank, 169 Mass. 129, 47 N. E. 
588. 61 Am. S. R. 279 (1897). 

1 Western Union Tel. Co. v. Locke, 107 Ind. 9, 13, 7 N. E. 579 
(1886). 

16 People v. Duffy-McInnerney Co., 122 A. D. 336, 106 N. Y. S. 878 
(1907). Affd. 193 N. Y. 636, 86 N. E. 1129 (1908); Rule #4, Rules and 
Reg. N. Y. Tax Commission, 

1% Harris v. Central Title and Trust Co., 338 Ill. 245, 170 N. E. 285 
(1930); People v. Colman, 126 N. Y. 433, 27 N. E. 818 (1891); U. S. 


Radiator Corp. v. State, 208 N. Y. 144, 101 N. E. 783 (1913); Pierpoint 
v. Hoyt, 260 N. Y. 26, 182 N. E. 235 Sa National Surety Co. v. 
Indemnity Ins. Co., 237 A. D. 485, 261 N. Y. S. 605 (1933). 

18 Note (19) infra. 

19 Rockefeller "9" v. State of N. Y., New York Court of 
Claims, Albany, N. July 13, 1932. In this case, the court held 
that where title to Le has passed by operation of law, and new 
certificates were issued to the transferee, the whole transaction was tax 
exempt. The court, by implication, decided that the issuance of a new 
certificate could not transform a tax exempt transfer into a taxable 
delivery ; and by that, it virtually ruled that neither cancellation of a 
transferred certificate nor issuance of a new one in lieu thereof, are 
taxable deliveries. 

ad Inasmuch as a certificate of stock is merely documentary evidence 
of a person’s pro rate interest in a corporation’s profits during the period 
in which the corporation is actively engaged in carrying on a business, 
and _an_ interest in the assets upon dissolution (supra, note 17), a 
stockholder is the owner of the interest represented by the certificate: 
consequently, since title to a certificate passes upon its assignment and 
delivery alone (infra, note 32), the relation of stockholder is created 
immediately upon such assignment and delivery of the certificate, with- 
out more first having been done. 















































































- 


400 


is not, in itself, clear regarding that matter; so, we 
must determine the intent of the legislature, from 
certain other circumstances. 


Often the term “transfer” is used to designate the 
operation of recording or registering a prior passage 
of title. The misconception of the meaning of trans- 
fer of stock arose out of the fact that, at the time of 
the enactment of the statute, imposing a tax upon 
transfers of stock, the Common Law rules applied to 
the manner in which title to stock could be trans- 
ferred. The corporations could, as they usually did 
restrict transfers to those only, which were made or 
effected upon their books.**. Registry on the books 
of the respective corporations made the transfers 
complete.??. In other words, regardless of the effect 
of the transactions, as between the assignors and as- 
signees, so far as the corporations were concerned, 
transfers occurred only when the assignments were 
registered on the corporations’ books. 


In view of this situation, Attorneys General have 
ruled that when new certificates are actually issued 
within the State, making the transfers effectual, the 
transactions are taxable,”* and that where some acts 
which are necessary to complete the transfers occur 
within New York State, the transactions are 
taxable.** 


In accordance with those rulings, then, the tax 
officials exacted a tax upon the recording of trans- 
fers of stocks, regardless of the place where they 
were assigned and delivered; the recording on books 
maintained within New York State, then being a 
necessary act done within that State to effectuate the 
transfers, under authorized corporate restrictions, 
was held by the tax authorities to constitute a tax- 
able transaction. 


It appears, however, that the use of the term 
“transfer” to denote the operation of recording or 
registering a prior passage of title, has not been ac- 
corded legal sanction; yet, it is responsible for the 
confusion that exists as to the intent of the legisla- 
ture when it used that expression. 


Transfer has been held to be the act whereby 
property interests in a thing or chose-in-action are 
passed from one person to another.”> Likewise, it 
has been defined by the authorities as: 

The act by which the owner of a thing delivers it to 


another person with the intent of passing the rights which 
he has in it to the latter;* 


also, as the 


Conveyance of right, title or property, either real or per- 
sonal, from one person to another, either by sale, by gift 
or otherwise.” 

It is clear, then, that in law, transfer has a distinct 
and definite meaning. Such meaning, however, is 
rather technical, and, that being the case, it is pre- 
sumed that the legislature intended the word transfer 
in its technical sense. This belief has been some- 





21 Bank of Commerce v. Bank of Newport, 63 Fed. 898 (1894); Otis 
Admr. v. Gardner et al., 105 Ill. 436, 442 (1883). 
oa _ National Bank of New York v. Colwell, 132 
(1892). 
Op. N. Y. Atty. Gen. 527 (1910). 
*4 Op. N. Y. Atty. Gen. 373 (1913). 
23 Pirie v. Chicago Title and Trust Co., 182 U. S. 438, 21 Sup. Ct. 906 
(1901); Sands v. Hill, 55 N. Y. 18, 22 (1873), construing that word in 
relation to “sales, assignments, mortgages and conveyances.” 
* Bouvier’s Law Dictionary. 
*7 Century Dictionary ; 8 Words and Phrases 7064; 63 Corpus Juris 779. 
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what confirmed by the action of the legislature, 
which, in naming numerous taxable acts, has shown 
that it attempted to reach the acts whereby legal or 
equitable title to stock passes. From this, we could 
glean that the legislature intended to tax the passage 
of legal or equitable title,or both or acts necessary 
to effectuate transfers of title. 


Moreover, the view was expressed that, when it 
enacted the New York Statute, the legislature intend- 
ed to tax only actual sales and transfers. Further- 
more, it has been held that the stock transfer tax law 
does not apply to transfers in foreign states, though 
subsequently authenticated in this state.2® Now, in- 
asmuch as a statute must be read in the light of its 
purpose,®*° we may feel somewhat assured that when 
it imposed a tax upon transfers of stock, the legisla- 
ture intended to tax, not the recording of a prior 
passage of title, but the acts whereby title passes in 
the first instance. Transfer, then, was intended to 
signify a passing of title, and not a registration of 
the shares. 


Operation to the Uniform Stock Transfer Act 


i ANY event, the original misconception of the 
legal meaning of the term “Transfer,” with its 
concomitant taxation, based upon the use of that 
word to designate the operation of recording or reg- 
istering a prior passage of title, was eliminated when 
the New York State Legislature adopted the Uni- 
form Stock Transfer Act,*! which regulates the trans- 
fer of title ** to stock of corporations organized under 
the laws of New York State or any other state which 
has adopted the same statute.** That act, it seems, 
also materially affected the taxation of transfers of 
stock certificates, recorded on books maintained in 
New York, subsequently to an assignment and de- 
livery of such certificates outside of that State; yet, 
the rulings of the Attorneys General and of the tax 
authorities were not modified or amended to give 
effect to the changes in the law. 


A close examination of Section 270 suggests that 
a transfer of legal or equitable title or change of 
appearance of title (where there has been no actual 
prior transfer of title), or any act necessary to com- 
plete transfers of title, which occurs within New 
York State, is taxed; any act short of those, it ap- 





°% Travis v. American Cities Co., et al., 192 A. D. 16, 182 N. Y. S. 394 
(1920), Affd. 233°N. Y. 510, 135 N. E. 896 (1922). 

29 Matter of St. Paul, 165 N. Y. S. 413 (1917); Op. Atty. Gen., 2: 
St. Dept. 179 (1920). 

‘ ane v. Alexander, 275 U. S. 228, 48 Sup. Ct. 45, 72 L. Ed. 253 

1 3 

31 This act constitutes Secs. 162-185 Per. Prop. Law; L. 1913, Ch. 41. 

%2 The act provides that “‘Title to a certificate and to the shares repre 
sented thereby can be transferred only: 

“(a) By delivery of the certificate indorsed either in blank or to a 
specified person by the person appearing by the certificate to be the 
owner of the shares represented thereby; or 

“(b) By delivery of the certificate and a separate document containing 
a written assignment of the certificate or a power of attorney to sell, 
assign, or transfer the same or the shares represented thereby, signed 
by the person appearing by the certificate to be the owner of the shares 
represented thereby. Such assignment or power of attorney may be 
either in blank or to a specified person. 

“The provisions of this section shall be applicable although the charter 
or articles of incorporation or code of regulations or by-laws of the 
corporation issuing the certificate and the certificate itself, provide that 
the shares represented thereby shall be transferable only on the books 
of the corporation or shall be registered by a registrar or transferred 
by a transfer agent.” (U.S. T. A., Sec. 1; Per. Prop. L., Sec. 162.) 

33 Uniform Stock Transfer Act, Sec. 19; Per. Prop. Law, Sec. 180, 
which provides that “This act shall be so interpreted and construed as 
to effectuate its general purpose to make uniform the law of those states 
which enact it.’”’ (Italics ours.) 
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July, 1935 STOCK TRANSFER TAX vs. 
pears, is not a taxable transfer.** A taxable transfer 
of legal title, however, has been held to be, and in- 
clude, a change of appearance of title from one per- 
son having legal title or appearance of title, to 
another person.* It will be noted at this point, how- 
ever, that when a person obtains title under the 
Uniform Stock Transfer Act,** he also has appear- 
ance of title, although the transfer of title to him be 
unregistered; so, there can be neither a change of 
title nor of appearance of title by a mere registration 
of already perfect title.* 

The transactions that are taxable, at all, are so 
taxable “whether made upon or shown by the books 
of the association, company, corporation or trustee, 
or by any assignment in blank, or by any delivery 


* **” if there is a passage of title within New 
York State, the transaction is taxable, regardless of 
how or by what mode, means or procedure, title was 
transferred. When title passes, however, appearance 
of title passes with it. Consequently, the recording 
of a transfer of title, which occurred outside of the 
State of New York, carrying with it a change of ap- 
pearance of title, is not taxable by New York under 
Section 270 of the tax law as it now exists, because 
neither title nor appearance of title has passed with- 
in that state. 

For some reason or other, the tax officials make 
the case of Bonbright v. State of New York ** their 
by-word and bible when considering the taxability 
of certain stock transfers. While the rule in that 
case is the authority for the proposition that appear- 
ance of title and not actual ownership is the measur- 
ing rod of taxable legal title; nevertheless, it does 
not seem to support the theory of the tax authorities 
that the issuance, within New York State, of a new 
certificate of stock, in lieu of a cancelled one, pur- 
suant to an assignment and delivery of the latter 
without that state, renders the transaction taxable 
by the State of New York. The decision in that 
case could not be construed to mean that the mere 
placing of stock in new names of purchasers is a 
transfer of the shares. That would be ignoring the 
provisions of the first section of the Uniform Stock 
Transfer Act.*® The Bonbright * case merely states 
that Section 270 of the Tax Law applies to changes of 
appearance of legal title within New York State, where 
there has been no actual privr transfer of equitable or 





% Inasmuch as the mere endorsement of a certificate of stock within 
a certain state is neither a transfer of such certificate, nor “Any act 
necessary to complete a transfer of title’ thereto within that state 
[Lee v. Bickell, 292 U. S. 415, 78 L. Ed. 895 (1934); People ex rel. 
Hatch v. Reardon, 110 A. D. (N. Y.) 821-832, Aff’d. 184 N. Y. 431, 
77 N. E. 970, 87 L. R. A. (N. S.) 314 (1906), 204 U. S. 152, 27 Sup. Ct. 
188, 51 L. Ed. 415 (1907); Ops. Att’y. Gen. p. 125 (1928); Informal 
Ruling of New York State Department of Taxation and “Finance, 
July 10, 1934], despite the fact that to prove and enforce a transfer, 
some lawful endorsement must be made; then, the clause “Any act neces- 
sary to complete a transfer of title’ does not appear to signify any act 
which constitutes a step in the chain of eventual title, but rather an act 
which is the final step necessary to divest one person of title and pass 
it to another. Consequently, since the cancellation of an assigned cer- 
tificate, and the issuance of a new one in lieu thereof, are not acts 
which pass title [supra, note 20], those acts do not seem to come 
within the purview of the clause “Any act necessary to complete a 


transfer of title.’ 

% Bonbright v. State of New York, 165 A. D. (N. Y.) 640, 151 
N. ¥.. Se. ao C9985). 

*U. S. T. A., Sec. 1; Sec. 162 Per. Prop. Law. 

37 7In re Broomhall, Killough & Co., Inc., 47 F. (2nd) 948 (1930), 
where it was held that, to pass title under the Uniform Stock Transfer 
Act, there must be a delivery and surrender of physical possession of 
the certificates (or duly executed powers where the certificates are not 
in possession of the transferor); Travis v. Knox Terpezone Co., 215 
N. Y. 259, 264, 109 N. E. 250 (1915). 

%8 Bonbright v. State of New York, ey note 35, 

% Tn re Broomhall, Killough & Co., Inc., supra, note 37. 

” Bonbright v. State of New York, supra, note 35. 
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legal title. If title has previously passed, however, ap- 
pearance of title has passed with it, and the registra- 
tion of the transfer is not a transfer of title in itself, 
nor is it another change of appearance of title; so, the 
Bonbright case does not then apply. 


Territorial Limits of Tax Law 


TAX law is limited to the jurisdiction of the sov- 
ereignty imposing it, and can have no extra- 
territorial operation,*' for “the presently approved 
doctrine is that no state may tax anything not within 
her jurisdiction, without violating the Fourteenth 
Amendment.” #? Mr. Justice Stone, in commenting 
upon the territorial limits of all excise taxes, of 
which a stock transfer tax is one,** declared: “To 
sustain a privilege tax, the privilege must be enjoyed 
in the state imposing it.” * 

The practical application of that principle may be 
seen by the decision in an analogous case,** recently 
brought before the United States Supreme Court. 
Henry C. Frick died domiciled in Pennsylvania, leav- 
ing, among other property, over $13,000,000 of tan- 
gible personalty (the “Frick art collection”) in New 
York and over $300,000 of similar property in Mas- 
sachusetts. A Pennsylvania statute purported to tax 
the transfer at death, of all property owned by resi- 
dent decedents, no matter where located, and it was 
to save part of this tax (on property located without 
that state) that this case arose. 


In deciding upon the application and constution- 
ality of the Pennsylvania tax law, as to the property 
located in New York and Massachusetts, Justice Van 
Devanter, delivering the opinion of the court, 
stated : 

To impose either tax (property tax or excise tax upon 
the transfer), the state must have jurisdiction over the 
thing that is taxed, and to impose either without such juris- 
diction is mere extortion and in contravention of due pro- 
cess of law. * * * This property (art collection), by 
reason of its character and situs, was wholly under the 
jurisdiction of those states (New York and Massachusetts, 
where located), and in no way under the jurisdiction of 
Pennsylvania. 

In other words, at the time of the occurrence of 
the act, or the arising of the circumstances which 
constitute the purported basis for the imposition of 
the tax, the property, or whatever transferable sym- 
bol the owner considers as representing the property, 
must be actually or constructively located within the 
taxing state. Upon applying these principles to the 
stock transfer tax law, we conclude that the transfer 
of title to, or the delivery of certificates of stock or 
any transferable symbols considered by the owner 
as representing them, must occur within the state 
demanding a tax thereon, before such transactions 
may be so taxed. 


Now, it has been urged, on behalf of the taxing 


powers that states possess such jurisdiction and con- 
trol over corporations of their creation, as to exer- 





41 Farmers Loan and Trust Company v. Minnesota, 280 U.S. 204, 
50 Sup. Ct. 98 (1930); First National Bank of Boston v. Maine, 284 
U. S. 312, 52 Sup. Ct. 174, 76 L. Ed. 313 (1932). 

42 Farmers Loan and Trust Co. v. Minnesota, supra, note 41. 

4 People ex rel. Hatch v. Reardon, supra, note 34; U. S. 
Corp. v. State, 208 N. Y. 144, 101 N. E. 783 (1913). 

Concurring Opinion of Mr. Justice Stone, Farmers Loan and Trust 
Co. v. Minnesota, supra, note 41. i ‘ 

4% Frick v. Pennsylvania, 268 U. S. 473, 45 Sup. Ct. 603, 69 L. Ed. 
1058 (1925). 
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cise similar jurisdiction over securities of those 
corporations, regardless of the situs of the securities. 
Such a proposition ignores the distinction that the 
capital of a corporation is a fund which is the prop- 
erty of the corporation; whereas, the certificates are 
personal property of the owners, the stockholders,“ 
and, therefore, may have a situs in a jurisdiction 
other than that of the corporation.* 


Much could be said in answer to that contention 
of the tax authorities, but suffice it to say that their 
theory was overruled by Mr. Justice Stone, in his 
concurring opinion, in case of Farmers Loan and 
Trust Co. v. Minnesota,** where he so ably stated: 

Even though the contract (bond issued by a Minnesota 
municipality) transferred was called into existence by the 
Laws of Minnesota, its obligations cannot be constitution- 
ally impaired or withdrawn from the protection which those 
laws gave it at its inception. * * * And, while the 
creditor may rely on Minnesota law to enforce the debt, 
that may be equally true of the law of any other state 
where the debtor or his property may be found. So far 
as the transfer, as distinguished from the contract itself, 
is concerned, it is New York Law (New York being the 
situs of the bond) and not that of Minnesota which, by 
generally accepted rules, is applied there and receives rec- 
ognition elsewhere. * * * Once the bonds had passed 
beyond the state and were acquired by an owner else- 
where, the law of Minnesota neither protected, nor could 
it withhold the power of transfer or prescribe its terms. 


We can readily understand, therefore, that at- 
tempts to tax stock transfers consummated without 
the State of New York, and merely recorded on 
books maintained therein, cannot expect much sup- 
port through legal fictions, but must stand or fall 
as practical applications of the tax law, based upon 
actual conditions and circumstances; unless, as we 
shall see in a later discussion, regarding the con- 
struction of the tax law, there is the possibility that 
the tax is imposed, not upon the consummation of 


the transfer, but upon the recording of the actual 
transfer. 


Effect of Recording Transfers on Books 
NDER the Uniform Stock Transfer Act, if a 
transfer of stock of a corporation, organized 
under the laws of some state which has adopted that 
statute, is made by assignment and delivery within 
a state, other than New York which also has adopted 
it, the necessary title has already passed outside of 
New York State,*® making the changing of registra- 
tion within this state a non-taxable transaction, un- 
less the laws of the state of incorporation of the stock 
company, or of the state where the assignment and de- 
livery occurred, or of both states, require the issuance 
of a new certificate as necessary to complete the whole 

transaction, and to render the transfer effectual. 

But such is not the case in New York. The sole 
purpose of a certificate of stock is merely to supply 
documentary evidence of a stockholder’s pro rata 

@ U, S. Radiator Corp. v. State, 208 N. Y. 144, 101 N. E. 783 (1913): 
People v. Colman, 126 N. Y. 433, 27 N. E. 818 (1891) ; National Surety 


Co. wv. a eee Insurance Co., 237 A. D. (N. Y.) 485, a61 WN. Y. S. 
605 (1933). 

47 First National Bank of Boston v. Maine, supra, note 41. 

* Farmers Loan and Trust oe | v. Minnesota, supra, note 41. 

* Title to stock passes immediately upon assignment and delivery 
[Uniform Stock Transfer Act, Sec. 1]; consequently, title passes where 
they occur, unless the state of incorporation of the company whose stock 
is in question, or the state where the assignment and delivery of the 
stock occur, requires the cancellation of the old certificate and the 
issuance of a new one, in order that the transfer be complete. 
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interest in a particular corporation.’ In fact, the 
cancellation of an outstanding certificate of stock 
and the issuance of a new one in lieu thereof, have 
been held not to constitute a transfer of stock itseli 
but merely a step creating evidence of the right to 
share in the profits and assets of the corporation. 
Title passes without the issuance of a new certificate 
in the new name.*! It is not essential, therefore, 
that a certificate be issued in order that one may be 
a legally recognized stockholder.*? 


Consequently, since a transferee obtains both title 
and appearance of title, pursuant to a sale, gift or 
otherwise, when the assignment and delivery are 
made, there can be no additional taxable transfer 
merely upon the cancellation of the assigned certif- 
icate and the issuance of a new one. To whom could 
the second transfer be made but to the person who 
already has title, and appearance of title? Even as- 
suming that there was a second transfer involved in 
such a transaction, may a tax be imposed upon a 
transfer from one to himself when he is not acting 
in different capacities? There is not provision in the 
tax law authorizing it. 

An assignee who has an assignment of stock re- 
corded on a corporation’s books obtains no greater 
rights than he had prior to the recording of such as- 
signment. The fact that a corporation is not for- 
bidden to treat the registered holder as the continuing 
owner ** does not mean that an assignee, who has 
not recorded an assignment of stock to him, is de- 
prived of any of his rights. It merely means that 
the corporation is to be protected when it has no 
notice of the assignment and that it is not bound 
to suffer as a result of a stockholder’s failure to pro- 
tect his own interest. 

Even under the Common Law, as between the 
parties, the assignee of an unrecorded transfer of 
stock had superior rights against the record holder 
thereof.** The transferee, in such a case, is the owner 
of the shares so assigned; both in law and in equity, 
and all that is done by a recording, is the registration 
of perfect title.** 

The record of an assignment is merely notice to 
the corporation of the already existing rights of the 
assignee; it furnishes protection against a subse- 
quent fraudulent assignment of the same stock, or 
any unauthorized revocation of the assignment, and is 
notice that the rights of the transferor are gone, and 
that he can neither re-assign nor revoke the original 
assignment. The record of such transfer is not neces- 
sary to its validity; the failure to record an assignment 
of the stock could not blot out the fact of such assign- 
ment, 





5° Supra, note 17. 

31 Rockefeller Foundation v. State of N. Y., New York Court of 
Claims, Albany, N. Y., July 13, 1932. 

52 Pacific National Bank v. Eaton, 141 U. S. 227, 11 Sup. Ct. 984, 
35 L. Ed. 702 (1891); Thayer v. Butler, 141 U. S. 234, 11 Sup. Ct. 987, 
35 L. Ed. 711 (1891); Kennedy v. Hodges, 215 Mass. 112, 102 N. FE. 
432 (1913); Auld v. Caunt, 216 Mass. 381, 103 N. E. 933 Dog he 
American Pig Iron Storage Co. v. State Board of Assessors, 56 N 
389, 29 A. 160 (1894); Robson v. C. E. Fenniman Co., 83 N. J. L. 453, 
85 ‘A. 356 (1912); Fidelity Trust Co. v. Federal Trust Co, or 2. 3: 
Eq. 550, 100 A. 615 (1917); U. S. Radiator Corp. v. State, 208 N. Y. 
Ne 101 N. E. 783 (1913); Hale v. West Porto Rico Sugar Co., 200 

(N. Y.) 577, 193 N. Y. S. 555 (1922); Allen v. Ryan, 246 N. Y. 
$69, mnt A. ©. 634, 221 N. Y. S. 77 (1927). 

33 Uniform Stock Transfer Act, Sec. 3; Per. Prop. Law, Sec. 164. 

4 Commercial Bank v. Kortright, 22’ Wend. (N. Y.) 348 (1839); 
New — and New Haven R. R. Co. v. Schuyler, 34 N. Y. 30, 80 
(1865). 

35 Travis v. Knox Terpezone Co., 215 N. Y. 259, 264, 109 N. E. 250 
(1915). 
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July, 1935 STOCK TRANSFER TAX v 
Now, therefore, as recording on the transfer books 
is not an act necessary to complete or effectuate the 
transfer, no act necessary to complete the transfer 
of stock, assigned and delivered outside of New York 
State, takes place within that State upon the mere 
recording of the transaction and the issuance of a 
new certificate in the name of the assignee. It fol- 
lows, then, that such a transaction is not taxable by 
the State of New York, under existing tax laws. 


Analogous situations and circumstances exist in 
connection with an assignment and delivery of 
mortgage, and the execution and delivery of a deed. 
The assignee of an unrecorded valid assignment of 
a mortgage has recognizable title against the whole 
world, except a bona fide purchaser for value, with- 
out notice, despite the fact that if the assignment to 
the mortgage is not recorded, the mortgagor may 
make a partial payment of either interest or prin- 
cipal to the record holder of the mortgage, without 
having to make the payment all over again to the 
assignee who had failed to record his assignment ; 
provided that the mortgagor has no notice of such 
assignment, and provided, further, that the payment 
is not a final one, and the person so paying is not 
charged with inquiry as to the assignment, or with 
responsibility for failing to obtain possession of the 
instrument itself upon such payment.*® 

Likewise, by omitting to have his transfer record- 
ed, the holder of a certificate of stock is in a position 
analogous to that of the holder of an unrecorded 
deed of land. He assumes the burden of recovering 
dividends, interest and so forth, paid to the regis- 
tered holder, thus freeing the person making such 
payments of the obligation of making similar pay- 
ments to the assignee. In other respects, however, 
his title is complete by the assignment and delivery 
of the stock, and is superior to that of the registered 
holder.** Consequently, not even by requiring him 
to recover the dividends from the registered holder, 
is the assignee of the stock placed in a position other 
than that of stockholder because, by the fact that he 
has the legal right to recover such dividends paid to 
the registered holder, he is thus recognized, in law, 
as the stockholder. 


The consequence is that recording gives no greater 
rights than are already possessed by the assignment, 
whether it be of a mortgage, stock or otherwise. The 
purpose of recording is merely to protect innocent 
people, who should not suffer from an assignee’s 
negligence, or failure to protect his own rights. Ap- 
plying this rule, we come to the conclusion that when 
stock of a corporation, organized under the laws of 
some state which has adopted the Uniform Stock 
Transfer Act, is transferred by assignment and de- 
livery within a state, other than New York, which 
also has adopted that act, the necessary title has 
already passed outside of New York State, making 
the recording on corporate books maintained within 
that state an act unnecessary to complete the trans- 
fer of title, and therefore outside of the scope and the 
provisions of Section 270 of the New York Tax Law. 


an Realization Company v. Clark, 205 N. Y. 105, 98 N. E. 457 
(19 . 


% McNeil 





v. Tenth National Bank, 46 N. Y. 325 (1871). 
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Recording Not Controlling Taxability 


QUESTION may now be raised as to the 

meaning and intention of the Legislature when 
it inserted the clause, “whether made or shown by 
the books of the corporation,” in the tax law. It 
seems that that clause does not affect the question 
under consideration, as to whether assignments and 
deliveries of stock certificates without New York 
State, but which are recorded on books maintained 
within that state, are taxable transactions. 


The statute ** states that those assignments, trans- 
fers, and deliveries which are taxable, are so taxable, 
“whether made or shown by the books of the corpora- 
tion.” It appears that such clause does not neces- 
sarily mean that the transfer, by reason of its being 
made or shown by the books of the corporation, is 
taxable, but merely means that assignment, transfers 
of title or deliveries effected within this state, re- 
gardless of whether or not made or shown by the books 
of the corporation, are taxable. A tax law, however, 
can have no extra-territorial operation.®® Conse- 
quently, if the assignments, transfers of title and de- 
liveries are executed without the State of New York, 
the transactions are not taxable, regardless of whether 
or not made or shown by the books of the corpora- 
tion. The existence of such other phrases as 
“whether intermediate or final,” and “whether in- 
vesting the holder with the beneficial interest in or 
legal title to said stock,” confirm the opinion that 
“regardless” was intended, and is understood, to pre- 
cede “whether.” 


In other words, it seems that when stock certif- 
icates are assigned, transferred and delivered without 
the state, making or showing the transactions on the 
corporate books is immaterial. That is additional 
support for the theory of the non-taxability of as- 
signments and deliveries without the state, even 
though recorded on books within the state. A dif- 
ferent situation exists, of course, when stock can be, 
and is, assigned and transferred only by book rec- 
ords, as when certificates of stock are not issued to 
stockholders. Under the recent amendments,” to 
the Tax Law, not even by fraudulently removing the 
books from this State, can that tax be evaded. But 
such a transfer and its effects have no bearing upon 
transfers of actual certificates of stock, title to which 
passes by assignment and delivery, under the provi- 
sions of the Uniform Stock Transfer Act.®' At best, 
the tax law, in,this respect, is rather ambiguous. 

Moreover, by statute,°® Section 270 of the Tax 
Law was amended, retroactive to April 19, 1905, so 
that transfers are taxable only if the sale, the agreement 
to sell, the delivery, the memorandum of sale or some 





58 Sec. 270, New York Tax Law. 

59 Supra, note 41. 

6 New York L. 1933, Chs. 454 and 455. 

61 People v. Duffy-McInnerney, iz? A. D. (CN. Y.) 336, 106. N.. ¥.. S. 
878 (1907), where the court, in distinguishing between transfers of 
stock by means of actual certificates, and transfers by mere book records, 
said: ons is argued that the statute refers to instances where the 
transfer is indicated simply upon the books of the company, and not 
by the transfer of certificates already in existence, and that it was 
intended thereby to include the original issuance of the stock. But it is 
not infrequent that corporations exist without the issuance of stock, and 
without any paper showing the interest of the subscribers, other than a 
minute thereof upon the books of the company. It is clear to my mind, 
that this part of the section refers to those cases where the stockholder, 
without his certificate of stock, is transferring or selling his right in the 
corporation to another party, where the ,only evidence of such transfer 
appears upon the books of the company.’ 

8 New York L. 1927, Ch. 403. 
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act necessary to complete the transfer was done in 
New York State. The test to be applied in determin- 
ing whether a certain act is necessary to complete a 
transfer of stock is: May recovery be had in an ac- 
tion for the purchase price, upon the sale of such 
stock, without the act in question first having been 
done? Inasmuch as title passes upon assignment 
and delivery of stock, should those acts, and those 
alone, be done after a contract for the sale of such 
stock was entered into, there is no doubt that the 
transferor-vendor would be entitled to the contract 
price. 

Since the recording of a transfer and the issuance 
of a new certificate is not necessary, therefore, un- 
der New York laws, to make a person a legally rec- 
ognized stockholder, an assignment of stock within 
a state which has adopted the Uniform Stock Trans- 
fer Act is not taxable by New York even though the 
transfer be recorded on books kept within this state, 
if the state, wherein the assignment was effected, 
does not require the issuance of a new certificate as 
a prerequisite to the full recognition of the corpora- 
tion and stockholder relation. 


Construction of Tax Laws Favor Taxpayer 


HEN considering tax liability, the logical pro- 

cedure is to examine the tax laws to determine 
whether a tax is clearly imposed. If the provisions 
of the law are either favorable to the taxpayer, or 
are in conflict, the taxpayer is not obliged to assume 
the responsibility and risk of payment and subse- 
quent recovery. It is a well settled principle of law 
that a statute imposing a special tax is to be strictly 
construed in favor of the taxpayer and against the 
taxing power.™ 

Likewise, it has been held * that in the interpre- 
tation of statutes levying taxes, it is the established 
rule not to extend their provisions, by implication, 
beyond the clear import of the language used, or to 
enlarge their operations so as to embrace matters not 
specifically pointed out. In case of doubt, they are 
construed most strongly against the government.” 
This is especially true when there is a question of 
doubt as !v whether clear provisions of the Uniform 
Stock Transfer Act take precedence over the ambig- 
uous provisions of the Tax law, or vice versa. 

Now, much confusion has been added to an al- 
ready complicated matter by the legislature’ s includ- 
ing in the tax lawa provision that “no further tax is 
imposed upon the delivery of the certificate, or ‘upon 
the actual issue of a new certificate when the originai 
certificate is accompanied by the duly stamped mem- 
orandum of sale as herein provided.” 


The new problem created by that provision has, 
in turn, given rise to a common question: 





_* Gould v. Gould, 245 U. S. 151, 38 Sup. Ct. 53, 62 L. Ed. 211 (1917); 
United States v. Merriam, 263 U. S. 179, 44 Sup. Ct. Pe! 68 L. Ed. 240 
(1923); Bowers v. New York and Albany Co., 273 U. 346, 47 Sup. Ct. 
389, 71 L. Ed. 676 (1927); Burnett v. iagara Falls ) Be Th Company, 
282 U. S. 648, 51 Sup. Ct. 262, 75 L. Ed. 594 (1931); Smith v. 
Browning, 225 N. Y. 358, 122 N. E. 217 (1919) ; People v. Duffy- 
McInnerney, 122 A. D. (N. Y.) 336, 106 N. Y. S. 878 (1907). 

%* Matter of Enston, 113 N. Y. 174, 21 N. E. 87 (1889), where the 
Court said: “It is a well-established rule that a citizen cannot be 
subjected to special burdens without the clear warrant of thelaw * * *.” 


See, also, American Net & Twine Co. v. Worthington, 141 U. S. 468 


(1891); Bensziger v. United States, 192 U. S. 38, 55 (1904) ; Gould 7 

Gould, 245 U. S. 151, 153, 38 Sup. Ct. 53 (1917); Matter ‘of Vaser, 

127 N. Y. 1, 27 N. E. 394 (1891). 
* Supra, note 64. 
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“TIsn’t there an implication, then, that were 
there no stamped bill or memorandum of 
sale accompanying the transferred and de- 
livered certificate, a tax is payable upon the 
issuance of a new one?” 

Because of the past expressions of the courts °° in 
regard to implications of tax liability, it would suf- 
fice to answer merely “No!”; but, as the question 
raised is so important and so broad in its effect, and 
since the tax law in regard to this matter is so am- 
biguous, it would be advisable to more fully answer 
that question. 

It may be assumed that some meaning was in- 
tended by the legislature when it added the above- 
quoted provision to Section 270 of the tax law. Can- 
ons of construction, however, forbid the disregard of 
the sound warnings of the courts to lawmakers. 
Mere use of words by the legislature does not pre- 
clude the courts from interpreting and construing 
them in such a way as to give effect or deny it to 
certain statutory provisions; in fact interpreting and 
construing the language used in statutes is a judicial 
function and duty. 

When considering the tax law with an objective 
view of the English language used, we may possibly 
imply that the legislature intended to tax the re- 
cording of stock transfers, instead of the actual trans- 
fers themselves, and, if that were the intention of the 
legislature, there would be no question of its abso- 
lute power to impose such a tax upon the recording 
within New York State, of prior transfers, whether 
or not the actual transfers occur within that state; 
but, such an intention would be so inconsistent with 
the rather obvious intention, as gleaned from an ex- 
amination of the statute regarding the other transac- 
tions, which are taxed by the same statute, that its 
very inconsistency is most convincing of its falsity. 
Indeed, it seems that the true situation is that the 
legislature intended to tax only actual sales and 
transfers,” and that the stock transfer tax law does 
not apply to transfers in a foreign state, though sub- 
sequently authenticated in this state. 

Moreover, regardless of the possible implication, 
derived from a mere objective view of the language, 
as to the recording of transfers, there may be no im- 
plication in law of their taxability. The settled rule, 
as expounded by the courts, is that no tax liability 
can be implied against the taxpayer; any liability 
that exists so exists only when it is specifically pointed 
out in the statutes. Occasionally, however, courts, 
presumably with preconceived ideas, attempt to 
make rather unreasonable distinctions between adju- 
dicated and current cases. Let us, therefore, con- 
sider the logic of the matter in order to be in a 
position to more accurately predict the possibility 
of the courts’ making a distinction between cases 
where doubt was resolved in favor of the taxpayer, 
and the question involved in this discussion. 

Just what does the legislature say through the 
statutory provision now under consideration? “We 
won't impose a double tax upon certain transac- 
(Continued on page 435) 





*’ No extension or implication of taxation beyond clear import of the 
language used in tax laws. Supra, notes 63, 64 and 65, 

67 Supra, note 28. 

%S Supra, note 29. 
6 Supra, notes 63, 64 and 65. 
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The ‘Taxation of Income Upon Trusts for 
the Maintenance of Children 


By ALex M. Hampurc * 


DECISION of far-reaching importance in the 
A iets of Federal income taxation was handed 

down on February 23, 1935 in Schweitzer v. 
Commissioner of Internal Revenue, decided by the 
United States Circuit Court of Appeals for the Sev- 
enth Circuit.t. It was held that a grantor of a trust 
the income of which is expended for the support, 
maintenance, and education of his minor children is 
not subject to income tax thereon. 

The issue in this case, which was of first impres- 
sion before any court, arose upon the following facts: 
Schweitzer created two trusts, the income of which 
was paid to himself as trustee until his three minor 
children should attain the age of twenty-one years, 
and was to be used solely for the support, mainte- 
nance and education of the children. Other provi- 
sions of the trust agreements relating to the disposal 
of the income and corpus of the trust property are 
not here material. The trusts were revocable by 
the grantor only with the consent of his wife, who 
held a contingent remainder interest. 

The Commissioner of Internal Revenue urged be- 
fore the United States Board of Tax Appeals that 
trust income which was actually received and applied 
to support the minor children, pursuant to the terms 
of the trust agreement, should be taxed to the grantor. 

The Board (as well as the Circuit Court) sustained 
the taxpayer’s view that the trust was not revocable 
under the applicable provisions of the Revenue Act 
of 1928. On the main question, whether the income 
was taxable under Section 22 of the law, requiring 
the inclusion in gross income of all “gains, profits or 
income derived -from any source whutey er,” the 
Board decided in favor of the Government’s conten- 


tion.2. Five members of the Board, however, dis- 
sented. 
Thereafter, on November 12, 1934, the Board 


reversed its former position, and in Grosvenor v. 
Commissioner,® held that income of trusts created by 
a parent for the support of children is not taxable 
to the grantor. The Board expressly overruled its 
earlier decisions, and stated that the Schweitzer case 
will not be followed in the future. Again the Board 
was divided in its opinion, the four dissenting mem- 
bers expressing a fear of the facile evasion of taxation 
by the device of creating a trust. 

Such was the situation confronting the Circuit 
Court of Appeals which reviewed the determination 
of the Board of Tax Appeals in the instant case. Re- 
ferring to Section 22 of the Revenue Act of 1928, the 
Court stated: 

It does not purport to include the income of one tax- 
payer in the gross income of another, but it presupposes 


that each taxpayer shall be assessed on his own income. 
lf the income in question is to be considered as petitioner’s 
* Attorney at T..w. New York. N. Y. 
175 Fed., 2d 702; Nos. 992. 993 U. S. Suvreme Court docket. 
230 BTA 155 (decided on March 20, 1934.) 
"si Brae fi? 
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income it of course is to be considered within the purview 
of Section 22, for that section is all inclusive, but if it is 
properly another’s income and not the petitioner’s it can- 
not be so included. It is not denied that primarily the 
income in question was that of the property held in trust. 


Income Taxed to Grantor 


In analyzing the theory of the Government—that 
the income received from the trusts was expended in 
the discharge of the grantor’s legal obligation to his 
children—the Court takes a realistic view. Under 
the principles laid down by relatively recent deci- 
sions of many states, the parent was under a duty to 
support his minor children in the manner to which 
they were accustomed, and commensurate with his 
position in life. Hence, there would seem to be no 
requirement to prove emancipation where the chil- 
dren lived with their parent. Nor was it necessary 
to show the quantum of support reasonably neces- 
sary, as compared with trust income, which might 
be excessive for such purpose. 


The conclusion of the Circuit Court that the in- 
come from a trust of this character was income to the 
beneficiaries and not to the grantor finds support, 
at least in principle, in its earlier decision in Shella- 
barger v. Commissioner.‘ 

A brief examination into the rationale of the 
Schweitzer decision may be appropriate in view of 
the great number of existing trusts of this character. 
The anomalous situation is presented that many 
valid trusts have been created, irrevocably. Under 
the Government’s view, the income arising therefrom 
and expended for the support, maintenance, and edu- 
cation of the grantor’s children is not taxable to them 
as beneficiaries, but to the creator of the trust. The 
grantor, it must be noted, is powerless to recall the 
transfer in trust, yet he must continue to pay tax 
on its income indefinitely into the future. Why? 
Because the parent is legally bound to support his 
minor children. Accordingly, income received by the 
children from trust funds set aside for such purpose 
is deemed income received by the parent and applied 
to perform that obligation. 

In support of the Government’s ee reli- 
ance is placed on Burnet v. Wells, 289 U. S., 670. 
There, income from a trust had been th to the 
payment of premiums on a life insurance policy upon 
the grantor’s life, the beneficiaries being his depend- 
ents and others having a claim upon his ‘bounty. The 
Government was upheld in including the income ap- 
plicable to the payment of such premiums. Despite 
the fact that a specific statutory provision covered 
this situation, the Supreme Court made use of gen- 
eral language: 

Income permanently applied by the act of the taxpayer 
to the maintenance of contracts of insurance made in his 


438 Fed., 2d 566; see also Bettendorf v. Commissioner, 


19 Fed., 2d, 
173; Langley v. Commissioner, 61 Fed., 2d, 796. 
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name for the support of his dependents is income used for 
his benefit in such a sense and to such a degree that there 
is nothing arbitrary or tyrannical in taxing it as his. 


A New Income Concept 


One of the immediate effects of the Burnet v. Wells 
decision was for the Government to extend its scope 
to all trust income, as in the present case, where 
insurance policies were not involved. The language 
was so broad that it was felt that a new and epoch- 
making concept in Federal taxation had been pro- 
jected. It recognized the constitutional right of the 
Government to tax not only ownership, but any 
right or privilege that is incidental to ownership. If 
not arbitrary, the Government may attribute to a 

taxpayer the i income of a trust if, by reason of privi- 
leges or benefits, he has the equivaient of ow nership 
—the substance of enjoyment of the income.° 


From the tax standpoint, an assignment of prop- 
erty does not necessarily mean that income arising 
therefrom cannot be taxable to one other than the 
assignee. “Income can be in two places at once.’® 
Thus, in the common situation involving so-called 
“alimony trusts,” where a trustee pays the income 
to the wife, it is considered taxable income to the 
husband.’ 


Commenting on the recently decided alimony case, 
the Court in the Schweitzer opinion said: 


It found that the trust income should be charged to the 
husband because it directly benefited him by discharging 
his obligation. No decision has been brought to our atten- 
tion which supports a principle so broad in its terms. Such 
a rule would include voluntary payments by a third party, 
and we think that was never contemplated by the law. 

The doctrine of the Schweitzer decision is be- 
lieved to be sound. In the absence of express statu- 
tory provision, income from a trust for A’s benefit 
should be taxed to the beneficiary. A’s income should 
not be taxed to B merely because it directly bene- 


5 Burnet v. Guggenheim, 288 U. S. 280. 
® United States v. Robbins, 269 o S., 315, 327. See “Assignments of 
Income and Related Devices,” by Stanley S. Survey, 43 Col. Law Rev. 
p. 791 (1933.) 
7 Willcuts v. Douglas, 73 Fed., 2d, 130. 
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fited him by discharging his obligation to support and 
educate his minor children.® 


Trusts to Avoid Tax 


The decision in Burnet v. Wells, supra, when limited 
to the particular question before the Court is un- 
questionably sound. There, the statute, by its ex- 
press terms, provided for the taxation of income of 
a trust applied to the payment of life insurance 
premiums.® The specific statutory provision relating 
to insurance trusts was upheld as a valid exercise 
of the taxing power under the Constitution. The 
Court was dealing with the question of constitutional 
power. This is essentially different from the ques- 
tion of taxable entity. 


Obviously, the issue here presented is not within 
the compass of the Burnet v. Wells case. Despite 
this, the controlling importance of this decision is not 
to be ignored. The Supreme Court could, with little 
difficulty, extend the doctrine to embrace a grantor 
charged with income applied to the support, main- 
tenance and education of his minor children. The 
motive of the parent would be subjected to judicial 
examination—whether the trust was created to in- 
sure the welfare of his children, or to reduce his 
own income. 


The recent decisions of the Supreme Court indi- 
cate a tendency to discourage attempts at tax avoid- 
ance.’° The use of the trust device is quite common. 
Whether that Court, upon reviewing the Schweitzer 
decision will be persuaded to reverse the Board and 
the Circuit Court of Appeals is not easy to anticipate. 

The argument that the door is now open to in- 
creased tax evasion was answered by the Circuit 
Court in these words: “It would seem that the door 
has. been open for some time and Congress has failed 
to close it.’ 


8 io ompare: Schlesinger v. Wisconsin, 
Commission, 284 U. S. 206. 

® Section 219 (b) Revenue Act of 1924; Section 167, Revenue Acts of 
1928, 1932 and 1934. 

1% Paul & Mertens “Law of Federal Income Taxation,’ 
4 t Gregory v. Helvering, 55 Sup. Ct. 266, 
1935. 


270 U. S. 230; Hoeper v. Tax 


’ Vor. V. po. 853 
decided on January 7 





Rulings of the Bureau of Internal Revenue 


Alcoholic Beverage Taxes.—FEffective June 1, 1935, de- 
natured alcohol formula No. 5 is completely revoked, stocks 
of such formula made prior thereto to be disposed of by 
January 1, 1936.—T. D. 4553, XT V-22-7528 (p. 19). 


The effective date of Treasury Decision 4541, authorizing 
a new specially denatured alcohol formula for use in the 
manufacture of rubbing alcohol compounds, and revising 
the second paragraph of Article 146, Regulations # 3, per- 
taining to the manufacture and sale of rubbing alcohol 
compounds, is extended from June 1, 1935, to July 1, 1935. 
—T. D. 4555, XIV-22-7529 (p. 41). 


Automobiles Seized for Violation of Internal Revenue 
Laws: Offers in Compromise in Such Cases.—The Treasury 
Department is authorized by law to accept offers in com- 
promise in cases (other than cases under the jurisdiction 
of the Department of Justice) involving the forfeiture of 
vehicles seized for violation of the internal revenue laws. 


—Op. A. G. 9, XITV-19-7488 (p. 24). 


Basis for Determining Gain or Loss on Property Trans- 
mitted at DeathWhere a testator who died in 1910 di- 
rected that his estate be held in trust for a period of 10 


years after his death and at the end of that period be 
distributed to certain beneficiaries, securities forming a part 
of the estate were “acquired” by the beneficiaries at the 
date of death of the testator. The basis of the securities 
transferred to the beneficiaries in 1920 is the value of the 
securities at the date of distribution to the trustee by the 
executor of the estate or the March 1, 1913, value, which- 
ever is greater. 


G. C. M. 11309 (C. B. XII-1, 126) is revoked, G. C. M. 
6195 (C. B. VIII-1, 99) is reinstated, and G. C. M. 10260 
(C. B. XI-1, 79) is modified. It is recommended that I. T. 
2539 (C. B. IX-1, 139) be reinstated, that I. T. 2684 (C. PR. 
XII-1, 127) be revoked, and that acquiescence in Ralph W. 
Harbison v. Commissioner (26 B. T. A., 896) be withdrawn. 
—G. C. M. 14893, XIV-21-7505 (p. 11). 


In consequence of the above ruling I. T. 2539, IX-1 
C. B. 139, is reinstated and I. T. 2684, XII-1 C. B. 127, i 
revoked by I. T. 2893, XIV-21-7506 (p. 14). 


Deductions from Gross Income: Business Expenses.— 
Certain monthly dues and assessments paid by members 
of a labor union are deductible. Assessments levied and 
paid on account of the death of a member are not de- 
ductible. Assessments for benefit payments to unemployed 


(Continued on page 432) 
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President Roosevelt’s Special Tax Message 


Below is the text of President Roosevelt's special tax message ' which was sub- 


mitted to Congress June 19, 1935. 


It seems destined to be a historical document 


that will have a far-reaching effect not only on Federal tax legislation but also on 


future state tax laws. 


“To the Congress of the United States: 

“As the fiscal year draws to its close it becomes our 
duty to consider the broad question of tax methods and 
policies. I wish to acknowledge the timely efforts of the 
Congress to lay the basis through its committees for admin- 
istrative improvements, by careful study of the revenue 
systems of our own and of other countries. These studies 
have made it very clear that we need to simplify and clarify 
our revenue laws. 

“The Joint Legislative Committee, established by the 
Revenue Act of 1926, has been particularly helpful to the 
Treasury Department. The members of that committee 
have generously consulted with administrative officials, not 
only on broad questions of policy but on important and 
difficult tax cases. 

“On the basis of these studies and of other studies con- 
ducted by officials of the Treasury, I am able to make a 
number of suggestions of important changes in our policy 
of taxation. These are based on the broad principle that 
if a government is to be prudent its taxes must produce 
ample revenues without discouraging enterprise; and if it 
is to be just it must distribute the burden of taxes equitably. 
I do not believe that our present system of taxation com- 
pletely meets this test. Our revenue laws have operated 
in many ways to the unfair advantage of the few, and they 
have done little to prevent an unjust concentration of 
wealth and economic power. 

“With the enactment of the Income Tax Law of 1913 
the Federal Government began to apply effectively the 
widely accepted principle that taxes should be levied in 
proportion to ability to pay and in proportion to the 


benefits received. Income was wisely chosen as the 
measure of benefits and of ability to pay. This was 
and still is a wholesome guide for national policy. 


It should be retained as the governing principle of Federal 
taxation. The use of other forms of taxes is often justi- 
fiable, particularly for temporary periods; but taxation 
according to income is the most effective instrument yet 
devised to obtain just contribution from those best able 
to bear it and to avoid placing onerous burdens upon the 
mass of our people. 

“The movement towards progressive taxation of wealth 
and of income has accompanied the growing diversification 
and interrelation of effort which marks our industrial so- 
ciety. Wealth in the modern world does not come merely 
from individual effort, it results from a combination of 
individual effort and of the manifold uses to which the 
community puts that effort. The individual does not create 
the product of his industry with his own hands; he utilizes 
the many processes and forces of mass production to meet 
the demands of a national and international market. 

“Therefore, in spite of the great importance in our na- 
tional life of the efforts and ingenuity of unusual indi- 
viduals, the people in the mass have inevitably helped to 
make large fortunes possible. Without mass cooperation 
great accumulations of wealth would be impossible save by 
unhealthy speculation. As Andrew Carnegie put it, ‘Where 





1H. Doc. No. 229. 
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wealth accrues honorably, the people are always silent 
partners. Whether it be wealth achieved through the co- 
operation of the entire community or riches gained by 
speculation—in either case the ownership of such wealth 
or riches represents a great public interest and a great 
ability to pay. 


I 


“My first proposal, in line with this broad policy, has 
to do with inheritances and gifts. The transmission from 
generation to generation of vast fortunes by will, inherit- 
ance, or gift is not consistent with the ideals and senti- 
ments of the American people. 

“The desire to provide security for one’s self and one’s 
family is natural and wholesome, but it is adequately served 
by a reasonable inheritance. Great accumulations of wealth 
cannot be justified on the basis of personal and family 
security. In the last analysis, such accumulations amount 
to the perpetuation of great and undesirable concentration 
of control in a relatively few individuals over the employ- 
ment and welfare of many, many others. 

“Such inherited economic power is as inconsistent with 
the ideals of this generation as inherited political power 
was inconsistent with the ideals of the generation which 
established our government. 

“Creative enterprise is not stimulated by vast inherit- 
ances. They bless neither those who bequeath nor those 
who receive. As long ago as 1907, in a message to Con- 
gress, President Theodore Roosevelt urged this wise so- 
cial policy: 

“A heavy progressive tax upon a very large fortune is in no way 
such a tax upon thrift or industry as a like tax would be on a small 
fortune. No advantage comes either to the country as a whole or to 
the individuals inheriting the money by permitting the transmission in 
their entirety of the enormous fortunes which would be affected by 
such a tax; and as an incident to its function of revenue raising, such 
a tax would help to preserve a measurable equality of opportunity for 
the people of the generations growing to manhood. 

“A tax upon inherited economic power is a tax upon 
static wealth, not upon that dynamic wealth which makes 
for the healthy diffusion of economic good. 

“Those who argue for the benefits secured to society 
by great fortunes invested in great businesses should note 
that such a tax does not affect the essential benefits that 
remain after the death of the creator of such a business. 
The mechanism of production that he created remains. 
The benefits of corporate organization remain. The advan- 
tage of pooling many investments in one enterprise re- 
mains. Governmental privileges, such as patents, remain. 
All that is gone is the initiative, energy, and genius of 
the creator—and death has taken these away. 

“T recommend, therefore, that in addition to the present 
estate taxes, there should be levied an inheritance, suc- 
cession, and legacy tax in respect to all very large amounts 
received by any one legatee or beneficiary; and to prevent, 
so far as possible, evasions of this tax, I recommend fur- 
ther the imposition of gift taxes suited to this end. 

“Because of the basis on which this proposed tax is to 
he levied and also because of the very sound public policy 
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of encouraging a wider distribution of wealth, I strongly 
urge that the proceeds of this tax should be specifically 
segregated and applied, as they accrue, to the reduction of 
the national debt. By so doing, we shall progressively 
lighten the tax burden of the average taxpayer, and, inci- 
dentally, assist in our approach to a balanced budget. 


II 


“The disturbing effects upon our national life that come 
from great inheritances of wealth and power can, in the 
future, be reduced, not only through the method I have 
just described but through a definite increase in the taxes 
now levied upon very great individual net incomes. 

“To illustrate: The application of the principle of a 
graduated tax now stops at $1,000,000 of annuai income. 
In other words, while the rate for a man with a $6,000 
income is double the rate for one with a $4,000 income, 
a man having a $5,000,000 annual income pays at the same 
rate as one whose income is $1,000,000. 

“Social unrest and a deepening sense of unfairness are 
dangers to our national life which we must minimize by 
rigorous methods. People know that vast personal incomes 
come not only through the effort or ability or luck of 
those who receive them, but also because of the opportuni- 
ties for advantage which government itself contributes. 
Therefore, the duty rests upon the Government to restrict 
such incomes by very high taxes. 


III 


“In the modern world scientific invention and mass pro- 
duction have brought many things within the reach of the 
average man which in an earlier age were available to few. 
With large-scale enterprise has come the great corporation, 
drawing its resources from widely diversified activities and 
from a numerous group of investors. The community has 
profited in those cases in which large-scale production has 
resulted in substantial economies and lower prices. 

“The advantages and the protections conferred upon 
corporations by government increase in value as the size 
of the corporation increases. Some of these advantages 
are granted by the State which conferred a charter upon 
the corporation, others are granted by other states which, 
as a matter of grace, allow the corporation to do local 
business within their borders. But perhaps the most im- 
portant advantages, such as the carrying on of business 
between two or more states, are derived through the Fed- 
eral Government—great corporations are protected in a 
considerable measure from the taxing power and the regu- 
latory power of the states by virtue of the interstate char- 
acter of their businesses. As the profit to such a corporation 
increases, so the value of its advantages and protections 
increases, 

“Furthermore, the drain of a depression upon the re- 
serves of business puts a disproportionate strain upon the 
modestly capitalized small enterprise. Without such small 
enterprises our competitive economic society would cease. 
Size begets monopoly. Moreover, in the aggregate these 
little businesses furnish the indispensable local basis for 
those nation-wide markets which alone can insure the suc- 
cess of our mass production industries. Today our smaller 
corporations are fighting not only for their own local well- 
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being but for that fairly distributed national prosperity 
which makes large-scale enterprise possible. 

“It seems only equitable, therefore, to adjust our tax 
system in accordance with economic capacity, advantage, 
and fact. The smaller corporations should not carry bur- 
dens beyond their powers; the vast concentrations of capi- 
tal should be ready to carry burdens commensurate with 
their powers and their advantages. 


“We have established the principle of graduated taxation 
in respect to personal incomes, gifts, and estates. We 
should apply the same principle to corporations. Today 
the smallest corporation pays the same rate on its net 
profits as the corporation which is a thousand times its 
size. 

“IT therefore recommend the substitution of a corporation 
income tax graduated according to the size of corporation 
income in place of the present uniform corporation-inconie 
tax of 1334 per cent. The rate for smaller corporations 
might well be reduced to 1034 per cent and the rates grad- 
uated upward to a rate of 1634 per cent on net income in the 
case of the largest corporations, with such classifications 
of business enterprises as the public interest may suggest 
to the Congress. 

“Provision should, of course, be made to prevent evasion 
of such graduated tax on corporate incomes through the 
device of numerous subsidiaries or affiliates, each of which 
might technically qualify as a small concern even though 
all were in fact operated as a single organization. The 
most effective method of preventing such evasions would 
be a tax on dividends received by corporations. Bona fide 
investment trusts that submit to public regulation and 
perform the function of permitting small investors to 
obtain the benefit of diversification of risk may well be 
exempted from this tax. 

“In addition to these three specific recommendations 
in our national tax policies, | commend to your study and 
consideration a number of others. Ultimately, we should 
seek through taxation the simplification of our corporate 
structures through the elimination of unnecessary holding 
companies in all lines of business. We should likewise 
discourage unwieldy and unnecessary corporate surpluses. 
These complicated and difficult questions cannot adequately 
be debated in the time remaining in the present session 
of this Congress. 

“T renew, however, at this time the recommendations, 
made by my predecessors for the submission and ratifica- 
tion of a constitutional amendment whereby the Federal 
Government will be permitted to tax the income on subse- 
quently issued state and local securities and likewise for 
the taxation by state and local governments of future 
issues of Federal securities. 

“In my budget message of January 7 I recommended that 
the Congress extend the miscellaneous internal revenue 
taxes which are about to expire and also to maintain the 
current rates of those taxes which, under the present law, 
would be reduced. I said then that I considered such 
taxes necessary to the financing of the budget for 1936. I 
am gratified that the Congress is taking action on this 
recommendation. 


FRANKLIN D. ROOSEVELT.” 








35 


ty 


on 
Ve 
ay 
et 
its 


on 
on 
nie 
ns 
id- 
the 
ns 
est 


on 
che 
ich 
gh 
‘he 
uld 
ide 
ind 

to 

be 


ns 
ind 
uld 
ate 
ing 
ise 
seS. 
ely 
ion 


ns, 
iCa- 
ral 
Se- 
for 
ure 


hat 
nue 
the 
aw, 
uch 
p | 
this 


ngcientnwe he 


Double Taxation Agreement With France 


OLLOWING several years of negotiations, final 

action on a convention relative to double taxa- 
tion between the United States and France was taken 
on April 27, 1935, when it was signed by the Presi- 
dent of France. It will become effective on January 
1, 1936. 


The treaty in its final form had its inception early 
in 1932 when the President of the United States and 
the President of France appointed as their respective 
plenipotentiaries to draft a convention for the elimina- 
tion of multiple taxes Walter E. Edge, ambassador 
of the United States to France, and M. André Tar- 
dieu, member of the House of Representatives of 
France, president of the Council of Ministers of 
France, and minister for foreign affairs of France. 


On April 27, 1932, the two plenipotentiaries signed 
a convention, which was ratified by the President of 
the United States on July 25, 1932, with the advice 
and the consent of the Senate, ‘giv en on June 15, 1932. 
The French Government, howev er, deferred ratifica- 
tion until April 8, 1935. The next day ratifications 
were exchanged and on April 27, 1935, the last step 
in the proceedings was completed when the President 
of France signed the agreement. 

The general purpose of the convention is to elimi- 
nate some of the most troublesome tax problems 
confronting American interests doing business in 
France. Under the existing French tax laws some 
American business concerns operating in France 
through French subsidiary corporations have been 
subjected to the so-called double-dividend tax. That 
is, in addition to the various French taxes imposed 
upon the income and dividends of a French subsidi- 
ary, the American parent corporation has been sub- 
jected to an additional tax based upon the dividend 
it has declared, on the theory that a portion of the 
earnings and profits out of which such dividends 
were paid were derived from French sources. Under 
the convention France gives up its right to collect 
this tax upon compliance by American subsidiary 


concerns in France with certain procedural condi- 
tions. 


Also, under existing French law, an American 
business concern doing business in France through 
an unincorporated branch is in addition to many 
other taxes subjected to a tax based upon a portion 
of the dividends which it declares. A method is pro- 
vided in the convention by which this dividend tax 
may be eliminated if a corresponding tax is paid 
upon three-fourths of the profits derived in France 
by the unincorporated branch. 


The foregoing problems are the most important 
ones covered by the agreement. In addition, provi- 
sion is made for the reciprocal exemption of salaries 
of government officials, war pensions, annuities and 
royalties. 

The text of the convention, which, as above stated, 
goes into effect January 1, 1936, follows 


Enterprises of one of the contracting States are 
not subject to taxation by the other contracting State in 
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respect of their industrial and commercial profits except in 
respect of such profits allocable to their permanent estab- 
lishments in the latter State. 


No account shall be taken, in determining the tax in one 
of the contracting States, of the purchase of merchandise 
effected therein by an enterprise of the other State for the 
purpose of supplying establishments maintained by such 
enterprise in the latter State. 


Art. II.—American enterprises having permanent estab- 
lishments in France are required to submit to the French 
fiscal administration the same declarations and the same 
justifications, with respect to such establishments, as French 
enterprises. 


The French fiscal administration has the right, within the 
provisions of its national legislation and subject to the 
measures of appeal provided in such legislation, to make 
such corrections in the declaration of profits realized in 
France as may be necessary to show the exact amount of 
such profits. 


The same principle applies mutatis mutandis to French 


enterprises having permanent establishments in the United 
States. 


Art. III.—Income which an enterprise of one of the con- 
tracting States derives from the operation of aircraft reg- 
istered in such State and engaged in transportation between 
the two States is taxable only in the former State. 


Art. I1V.—When an American enterprise, by reason of 
its participation in the management or capital of a French 
enterprise, makes or imposes on the latter, in their com- 
mercial or financial relations, conditions different from 
those which would be made with a third enterprise, any 
profits which should normally have appeared in the balance 
sheet of the French enterprise, but which have been, in this 
manner, diverted to the American enterprise, are, subject 
to the measures of appeal applicable in the case of the tax 
on industrial and commercial profits, incorporated in the 
taxable profits of the French enterprise. 


The same principle applies mutatis mutandis, in the event 
that profits are diverted from an American enterprise to a 
French enterprise. 


Art. V.—American corporations which maintain in France 
permanent establishments may, in derogation of Article 3 
of the Decree of December 6, 1872, elect to pay the tax on 
income from securities on three-fourths of the profits actu- 
ally derived from such establishments, the industrial and 


commercial profits being determined in accordance with 
Article I. 


An American corporation which wishes to place itself 
under the regime of the preceding paragraph must make a 
declaration to that effect at the Bureau of Registration 
within six months after the date upon which this Agree- 
ment becomes effective or within six months after the 
creation of its establishment in France. The election made 
for one establishment applies to all the establishments of 
such corporation. Any such election is irrevocable. 


Art. VI—An American corporation shall not be subject 
to the obligations prescribed by Article 3 of the Decree of 
December 6, 1872, by reason of any participation in the 
management or in the capital of, or any other relations 
with, a French corporation, if such American corporation 
and French corporation conform to the requirements of 
the present article. In such case, the tax on income from 
securities continues to be levied, in conformity with French 
legislation, on the dividends, interest and all other products 
distributed by the French enterprise; but it is, moreover, 
exigible, if the occasion arises, and subject to the measures 
of appeal applicable in the case of the tax on income from 
securities, on the profits which the American corporation 
derives from the French corporation under the conditions 
prescribed in Article IV. 
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An American corporation which wishes to place itself 
under the regime of the preceding paragraph must make a 
declaration to that effect at the Bureau of Registration 
jointly with the interested,French corporation, within six 
months after the date upon which this Agreement becomes 
effective or within six months after the acquisition of the 
participation or the commencement of the relations of a 
nature to entail the application of Article 3 of the Decree 
of December 6, 1872. Any such election is irrevocable. 

American corporations which have not made the declara- 
tion and which are subjected to the provisions of Article 3 
of the Decree of December 6, 1872, shall enjoy the benefits 
of Articles 27, 28 and 29 of the French law of July 31, 1920, 
and Article 25 of the French law of March 19, 1928, under 
the same conditions as French corporations. 


Art. VII.—Compensation paid by one of the contracting 
States to its citizens for labor or personal services per- 
formed in the other State is exempt from tax in the latter 
State. 


Art. VIII.—War pensions paid by one of the contracting 
States to persons residing in the territory of the other State 
are exempt from tax in the latter State. 


Art. IX.—The following classes of income paid in one of 
the contracting States to a corporation of the other State, 
or to a citizen of the latter State residing there, are exempt 
from tax in the former State: 


(a) amounts paid as consideration for the right to 
use patents, secret processes and formulas, trade 
marks and other analogous rights; 

(b) income received as copyright royalties; 

(c) private pensions and life annuities. 


Art. X.—This Agreement shall be ratified and the instru- 
ments of ratification exchanged at Paris as soon as possible. 

The Agreement shall become effective on the first day of 
January following the exchange of ratifications and shall 
remain effective for a period of five years, and thereafter 
until twelve months from the date on which either Con- 
tracting Party gives notice of its termina! 9n. 

American corporations which prior t y 1, 1930, have 
not had their liability to tax under Ar of the Decree 
of December 6, 1872, finally determin nd which make 
the declaration prescribed in Article ( i€ present con- 
vention, shall not be subject to the ap on of Article 3 
of the Decree of December 6, 1872, fo ‘ars preceding 
the coming into force of the Agreement 


(PROCTOCOL) 


(1) The taxes referred to in this Agreement are: 
(a) For the United States: 


the Federal income tax—but it is understood that Arti- 
cle I does not exempt from tax (1) compensation for labor 
or personal services performed in the United States; (2) 
income derived from real property located in the United 
States, or from any interest in such property, including 
rentals and royalties therefrom, and gains from the sale 
or the disposition thereof; (3) dividends; (4) interest. 

(b) For France: 

—in Article I, II, III] and IV, the tax on industrial and 
commercial profits (impot sur les benefices industriels et 
commerciaux); 

—in Articles III, V and VI, the tax on income from secu- 
rities (impot sur les revenus des valeurs mobilieres); 

—in Articles VII, VIII and IX, the tax on wages and 
salaries, pensions and life annuities (impot sur les traite- 
ments et salaires, pensions et rentes viageres,) and other 
schedular taxes (impots cedulaires) appropriate to the type 
of income specified in said articles. 

(2) The provisions of this Agreement shall not be con- 
strued to affect in any manner any exemption, deduction, 
credit or other allowance accorded by the laws of one of 
the contracting States in the determination of the tax im- 
posed by such State. 

(3) As used in this Agreement: 

(a) The term “permanent establishment” includes branches, 
mines and oil wells, factories, workshops, warehouses, 
offices, agencies, and other fixed places of business, but 
does not include a subsidiary corporation. 
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When an enterprise of one of the States carries on busi- 
ness in the other State through an agent established there 
who is authorized to contract for its account, it is consid- 
ered as having a permanent establishment in the latter 
State. 

But the fact that an enterprise of one of the contracting 
States has business dealings in the other State through a 
bona fide commission agent or broker shall not be held to 
mean that such enterprise has a permanent establishment 
in the latter State. 


(b) The term “enterprise” includes every form of under- 
taking whether carried on by an individual, partnership 
(societe eu nom collectif), corporation (societe anonyme), 
or any other entity; 


(c) The term “enterprise of one of the contracting States” 
means, as the case may be, “American enterprise” or 
“French enterprise”; 


(d) The term “American enterprise” means an enter- 
prise carried on in the United States by a citizen of the 
United States or by an American corporation or other 
entity; the term “American corporation or other entity” 
means a partnership, corporation or other entity created 
or organized in the United States or under the law of the 


United States or of any State or Territory of the United 
States. 


(e) The term “French enterprise” is defined in the same 
manner, mutatis mutandis, as the term “American enter- 
prise”; 

(f) The American corporations mentioned in Articles V 
and VI are those which, owing to their form of organiza- 
tion, are subject to Article 3 of the Decree of December 6, 
1872. The present Agreement does not modify the regime 
of “abonnement” for securities. 

(g) The term “United States” when used in a geograph- 
ical sense, includes only the States and the Territories of 
Alaska and Hawaii, end the District of Columbia; 

(h) The term “France,” when used in a geographical 
sense, indicates the country of France, exclusive of Algeria 
and the Colonies. 


Court Decisions 


“Account Settled” Distinguished from “Account Stated.” 
—Certificate of overassessment showing an overassessment 
for the year 1918 of $35,453.38 of which $7,229.18 was re- 
funded by check accompanying the certificate, the balance 
being credited against deficiencies for other years, may not 
be regarded as an account stated as a basis for suit to 
recover a part of the amount credited. “A balance was 
struck and the amount paid to plaintiff and received with- 
out objection. The result of the transaction was an account 
settled.”.—U. S. Court of Claims in P. H. Hanes Knitting 
Company v. The United States. No. 41971. 


Admissions Tax.—Injunction against distraint funds rep- 
resenting Federal admissions tax collected by the Regents 
of the University of Georgia system on amounts paid for 
admissions to athletic games is denied. The State having 
voluntarily collected the tax, it is not necessary to decide 
whether the Federal Government could have required it to 
make such collection. The conducting by the State of ath- 
letic games is held not to be an operation essential to the 
execution of its governmental functions—U. S. District 
Court, No. Dist. of Ga., in Regents of the University System 
of Georgia v. IV. E. Page, Collector of Internal Revenue. 
No. 770. In Equity. 


Affiliation in the Case of Corporations.—A ffiliation of two 
corporations is denied, where the parent corporation 
alleged that contracts covering the transfer by it of 1,000 
shares of the subsidiary’s stock to an outside party (which 
transfer would break the affiliation) were void as against 
public policy and that, irrespective of the validity of the 
contracts, no title to the stock passed. The fundamental 
principle of law that no person can take advantage of his 
own wrong applies in cases before the Board of Tax 
Appeals.—U. S. Circuit Court of Appeals, Ninth Circuit, in 
Marbelite Corporation of America, Ltd. v. Commissioner of 
Internal Revenue. Nos. 7685 and 7686. 

Board of Tax Appeals decision, 20 BTA 311, affirmed. 


(Continued on page 428) 











si- 


d- 


er 


ig 


Tr- 
he 
er 


> 
1€ 
> 


1e 
r- 


ia 


“5S AW 


New Attack on Conflicting Taxation Begun 
by ‘Tax Revision Council 


HE initial meeting of the Tax Revision Council, 

an intergovernmental body to study Federal, 
state and local tax problems, was held in Washing- 
ton, D. C. on June 6, 7, and 8. It was the first time 
in history that representatives of the three levels of 
our government have met in an attempt to work out 
their joint tax problems through joint endeavor. 

Establishment of the Council, to consist of eight 
representative Federal officials, eight representative 
state officials, and eight representative officials of 
counties and municipalities, was authorized by the 
Second Interstate Assembly at its meeting in Wash- 
ington, D. C. last March. 

Federal officials named to serve on the Council 
are: Henry Morgenthau, Jr., secretary of the Treas- 
ury; Pat Harrison, chairman of the Finance Com- 
mittee of the United States Senate; Robert L. 
Doughton, chairman of the Committee on Ways and 
Means of the United States House of Representatives ; 
Herman Oliphant, general counsel of the Treasury 
Department; George C. Haas, director of research 
and statistics of the Treasury Department; Senator 
William H. King (Utah); Congressman Fred M. 
Vinson (Ky.); and Lovell H. Parker, chief of staff 
of the Joint Committee on Internal Revenue Taxation. 

The eight state officials on the Council are Henry 
W. Toll, executive director of the Council of State 
Governments; Seabury C. Mastick, chairman of the 
New York State Commission for Revision of the 
Tax Laws; Mark Graves, president of the New York 
State Tax Commission; Henry F. Long, commis- 
sioner of corporations and taxation of Massachusetts 
and president of the National Tax Association; 
William B. Belknap, state representative of Ken- 
tucky and president of the American Legislators’ 
Association; George Woodward, state senator of 
Pennsylvania; C. H. Morrissett, state tax commis- 
sioner of Virginia; and George F. Yantis, state rep- 
resentative of Washington. 

The eight local officials on the Council are: Repre- 
senting the United States Conference of Mayors, 
Leonard S. Leavy, controller of the City and County 
of San Francisco; representing the American Mu- 
nicipal Association, Mayor Daniel W. Hoan of Mil- 
waukee, chairman of the American Municipal 
Association committee on Federal Policy ; represent- 
ing the International City Managers’ Association, 
C. A. Dykstra, city manager of Cincinnati; repre- 
senting the National Association of Tax Assessing 
Officers, Kenneth J. McCarren, of the Detroit Board 
of Assessors; representing the Municipal Finance 
Officers’ Association, Charles F. Fox, city auditor of 

3oston; representing rural local government, Guy 
Boyington, county judge of Astoria, Oregon, and 
member of state planning board, J. K. Warkentin, 
county clerk of Marion County, Kansas, and Otis 
Miller, district attorney of Anson, Texas, former presi- 
dent of the County Judges’ Association of Texas. 

The launching of the Tax Revision Council has 
given new hope that tax conflicts may largely be 
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ironed out through the cooperation of the various 
levels of government. For half a century the fact 
has been recognized that the chaos of taxation in 
the United States presents a major governmental 
problem. In 1901 a national conference on taxation 
adopted a resolution recommending “the recognition 
and enforcement of the principles of interstate comity 
in matters of taxation.” Since that time numerous 
individuals and other organizations have recognized 
the need for the elimination of tax conflicts. Even 
the United States Supreme Court rendered an opin- 
ion which states that “it would be a great advantage 
to the country and to the individual states if princi- 
ples of taxation could be agreed upon which did not 
conflict with the others, and a common scheme could 
be adopted by which taxation of substantially the 
same property in two jurisdictions could be avoided.” 

As a result of the increasing complexity of busi- 
ness affairs, and by reason of the acute financial 
problems which have followed in the wake of the 
depression, conflicting taxation has become so press- 
ing that it is now regarded by many well-informed 
persons as the most important problem before the 
American people. 

Early in the depression period Congressional 
recognition of the conflicts of Federal taxation with 
state and local taxation was manifested when the 
Committee on Ways and Means of the United States 
House of Representatives created a subcommittee 
on conflicting taxation under the chairmanship of 
Congressman Fred M. Vinson of Kentucky. Two 
years ago the Finance Committee of the United 
States Senate created a similar subcommittee on con- 
flicting taxation under the chairmanship of Senator 
William H. King of Utah. These subcommittees 
with the technical assistance of Lovell H. Parker, 
chief of staff of the Congressional Joint Committee 
on Internal Revenue Taxation, have made a careful 
investigation, conducted hearings, and in other re- 
spects provided leadership in the attack on tax prob- 
lems growing out of the duplicate levies by the 
Federal Government and the forty-eight state gov- 
ernments. 

In the meantime, the Interstate Commission on 
Conflicting Taxation, which is operating under the 
sponsorship of the Council of State Governments, 
has been pushing its investigation in this field. The 
Commission has issued a number of reports prepared 
by a staff under the direction of James W. Martin, 
nationally-known tax authority. These reports have 
analyzed proposed means for alleviating various tax 
conflicts. 

President Roosevelt recognized the urgent need 
for eliminating tax conflicts last December, when he 
directed the Secretary of the Treasury to investigate 
the Federal, state, and local tax systems with a view 
of harmonizing the tax structure of the country. 
Since that time the Treasury Department has been 
studying conflicting taxation. This investigation 
will reinforce the objectives of the Tax Revision 

(Continued on page 433) 

























ALABAMA 


Beer.—H. B. No. 341 regulates and au- 
thorizes the manufacture for sale, the trans- 
portation and sale of beer and cereal 
beverages in which malt or hops are used in 









Beverage Tax.—H. B. No. 730 levies and 
provides for the collection of a license tax 









like cola drinks. 


Building and Loan Associations.—H. B. 
No. 337 provides for the taxation and regu- 
lation of building and loan associations. 
Passed House. 








Cereal Beverages.—H. B. No. 530 amends 
the act to regulate the manufacture and 








malt, 
containing not more than 10% alcohol. 


Cotton Factories.—S. B. No. 68 relates 
to exemption from taxation of cotton fac- 
tories. Passed Senate. 


Exemptions.—S. B. No. 171 permits ex- 
emptions for 10 years from State and coun- 
ty taxes as to building equipment, 















tories and _ silica 
Passed Senate. 

H. B. No. 501 repeals an Act to prohibit 
the State of Alabama, 


processing 










emption from any State, county, or municipal 
taxation. 

H. B. No. 539 exempts the property 
owned and occupied by residents of Ala- 
bama as a homestead. 

H. B. No. 618 provides for exemption 
on homes 
ing valuations of $1,000. 


Gasoline Tax.—H. B. No. 345 
Sec. 2, Acts of 1927, page 16, relating to 
tax on gasoline. 


H. B. Nos. 346, 347 amend the gasoline 
tax law. 





















ulates general contracting. Passed Senate. 


General Revenue Bill.—H. 
provides for the general revenue of the 
State of Alabama. Passed House. 

Malt Beverages.—S. B. No. 239 author- 
izes counties having a population of more 
than 75,000 people to impose a license tax | 
upon the business of selling malt beverages. 


Milk.—H. B. 














distributors. Passed House. 


Motor Vehicle Carriers.—H. B. No. 607 | 
amends Art. 11 of the Act defining contract | 
carriers and common carriers. 


Motor Vehicles.—S. B. No. 257 provides 
for motor vehicle indemnity insurance. 









on the sale of coca-cola, lime-cola, or other | 


sale of cereal beverages in which hops, | 
or other liglit ingredients are used, | 


all counties of 80,000 or more population. | 


U 


'action taken on state tax legislation of 


NDER the above heading, report will 
be made of the introduction of and 


importance to business interests. This 
section will be confined to pending bills 
in state legislatures, and the final report 


| will be that of enactment, designated by a 


bold-faced star [%]. This feature is made 
possible through the facilities of the 


|Commerce Clearing House Legislative 


Reporting Department, which furnishes a 


| twenty-four hour reporting service on all 





glass | 
factories, ceramic factories, enameling fac- | 
industries. | 


from taxation up to and includ- | 


the State Docks | 
Commission, or any other agency or com- | 
mission of the State from granting any ex- | 


subjects for all states. Copies of the text 
of any bill reported may be obtained for a 
service charge of one dollar per bill. 





H. B. No. 545 regulates the operation of 


| motor vehicles on the public highways, and 


provides for the licensing of operators. 


_ Mutual Aid Associations.—H. B. No. 269 
further defines, regulates and licenses mu- 
tual aid benefit or industrial companies or 


associations. Passed both Houses May 28, 
1935. 

Oleomargarine.—%Ch. 145 (H. B. No. 
329) provides for an excise tax on all oleo- 
margarine and provides for the placing of 
stamps evidencing payment of said tax. Ap- 
proved June 15, 1935. 


Property Taxes.—S. B. No. 17 provides 


| for assessment, collection and sale of prop- 


| regulates 


erty for ad valorem taxes and provides for 
quadrennial assessments. 

H. B. No. 624 further provides for and 
the making of assessments of 
real property in each county of the State; 
exempts certain property owners from 


| making annual real property assessments; 
amends | 


and extends the time of other property 


owners for making assessments to the 3rd 


General Contracting.—S. BR. No. 112 reg- | 


B. No. 324| 


| alties. 


No. 311 provides for the | 
licensing and control of milk producers and | 


| $2 


| 


| 


|} rates are: 


Monday in January. 


CALIFORNIA 


Adjournment.—The regular session ad- 
journed sine die June 15, 1935. The follow- 
ing bills have either become law or are in 
the hands of the Governor awaiting his 
action. 


Alcoholic Beverages. — %Ch. 330 (S. B. 
No. 919) relates to liquor traffic and pen- 
Approved June 13, 1935. 


Chain Store Tax.—A. B. No. 2365 im- 
poses a license tax upon chain stores. The 
store no. one, $1; store no. two, 
$2; store no. three, $4; store no. four, $8; 
store no. five, $16; ‘store no. six, $32; store 
no. 7, $64; store no. eight, $128; store no. 
nine, $256; store no. ten, $500,-and each 
and every store above this number $500. 
Passed both Houses May 29, 1935. 
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Commercial Feed.—S. B. No. 105 taxes 
commercial feed stuffs $10 per brand. 
Passed both Houses June 16, 1935. 


Contractors.—S. B. No. 596 relates to 


contractors’ licenses. Passed both Houses 
June 3, 1935. 


Economic Poisons.—% Ch. 334 (S. B. No. 
354) provides for a graduated license scale 
for establishments selling economic poi- 
sons. Approved June 15, 1935. 


Fishing.—%Ch. 251 (S. B. No. 118) re- 
lates to fishing licenses. Approved June 
3, 1935. 


Foods.—A. B. No. 36 requires processors 
of foods to pay a license tax under the 
produce dealers’ act. Passed both Houses 


June 5, 1935. 


Franchise (Income) Tax.—A. B. No. 239 
amends the Bank and Corporation Il*ran- 
chise Tax Act by increasing the rate of tax 
from 2% to 4%. Rate on banks, etc., in- 
creased to 8% maximum. Passed both 
houses June 3, 1935. 


% Ch. 275 (A. B. No. 155) amends the 
Bank and Corporation Franchise Tax Act. 
Every corporation doing business in this 
State and not expressly exempted from 
taxation by the Constitution is made sub- 
ject to the tax. Public utility corporations 


are now subject to the act. Approved 
June 7, 1935. 
%Ch. 281 (A. B. No. 154) amends thie 


title and sections 8, 14, 32 and 33 of the 
Bank and Corporation Franchise Tax Act. 
Approved June 8, 1935. 


Massachusetts or Business Trusts. — 
*% Ch. 323, (A. B. No. 153) amends Secs. 1, 
2, Ch. 211, Laws 1933, by increasing: the 
rate of franchise tax from 2% to 4% as to 
Massachusetts or business trusts. Ap- 
proved June 11, 1935. 


Inheritance Tax.— Ch. 177 (A. B. No. 
698) amends Sec. 11 of the Inheritance Tax 
Act requiring that county auditors’ war- 
rants be drawn for payment of refunds. 
Approved May 22, 1935. 


Medicines.—%Ch. 248 (S. B. No. 21) 
gives the State strict control and super- 
vision over the manufacturing, sale and 
distribution of serums, vaccines, cultures 


and viruses and provides a license fee of 
$5. Approved June 6, 1935. 


Motor Vehicles.—¥Ch. 171 (A. B. No. 
141) provides that when an automobile 
owner loses his operator’s license because 
of his failure to pay a judgment his license 
can be reinstated if the insurance company 
is registered with the State. Approved 
May 23, 1935. 

S. B. No. 5 exempts farmers from tlie 
truck license fee when the total receipts 
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from hauling do not exceed $500 per vear. 
Passed both Houses, June 14, 1935. 

S. B. No. 720 amends the Vehicle Code. 
Passed both Houses June 3, 1935. 

S. B. No. 1119 relates to licensing and 
taxing of vehicles, including certain fees 


based upon value in lieu of taxation accord- | 


ing to value. 
13, 1935. 

A. B. No. 206 exempts from taxation all 
persons engaged exclusively in transporting 
school children, except where revenue ex- 
ceeds $30 per month. Passed both Houses 
May 24, 1935. 

A. B. No. 800 relates to the amendment 
of the motor vehicle law. Passed both 
Houses June 8, 1935. 


Personal Income Tax.—%*Ch. 329 (A. B. 
No. 1181) imposes a personal income tax 
upon all individuals, fiduciaries, estates and 
trusts and applies to net income received 
or accrued on and after January 1, 1935. 
The rate of tax is as follows: Up to $5,000, 
1%; up to $10,000—$50, plus 2% on excess 
over $5,000; up to $15,000—$150, plus 3% 
on excess over $10,000; up to $20,000—$300, 
plus 4% on excess over $15,000; up to 
$25,000—$500, plus 5% on excess over 
$20,000. Rates on income over $25,000 are 
graduated accordingly. Returns: are due 
April 15. 


Passed both Houses June 


cember 15. Approved June 13, 1935. 


Property Taxes.— Ch. 201 (A. B. No. 
1533) amends Sec. 871 of “an act to provide 
for the organization, incorporation and gov- 
ernment of municipal corporations relating 
to the levy and collection of taxes.” Ap- 
proved May 25, 1935. 

*% Ch. 238 (S. B. No. 345) amends Sec. 
3480d, Political Code, relating to crediting 
on calls of installment of assessments made 


by reclamation districts, and redemption | 


of property sold for delinquent assessment. 
Approved June 3, 1935. 


% Ch. 239 (S. B. No. 584) relates to the | 


assessment of property by the State Board 
of Bqualization. Approved June 3, 1935. 
* Ch. 259 (S. B. No. 585) relates to the 


assessment of property. Approved June 3, 
1935. 


* Ch. 260 (S. B. No. 586) relates to the 


assessment of property. 
1935. 

*Ch. 300 (S. B. No. 47) requires per- 
sonal as well as real property to be taxed 
by county fire protection districts. Ap- 
proved June 6, 1935. 

*%Ch. 343 (S. B. No. 419) amends Sec. 
3658a of the Political Code, relating to 
assessments by reference to maps. Ap- 
proved June 15, 1935. 


Approved June 3, 


S. B. No. 325 relates to road district | 


taxes. Passed both Houses June 3, 1935. 

S. B. No. 418 adds Sec. 3663c, relative 
to correction of errors by the State Board 
of Equalization in assessments made by 
re board. Passed both Houses June 6, 
935. 

S. B. No. 577 provides for the redemp- 
tion of property sold for taxes. Passed 
both Houses June 10, 1935. 


Delinquents.—A. B. No. 669 allows a 
compromise with property owners of delin- 
quent taxes on property sold to the State. 
Passed both Houses June 13, 1935. 

*%Ch. 313 (A. B. No. 1034) extends the 
delinquent tax payment period to fifteen 
years. Approved June 13, 1935. 


Tax may be paid in three equal | 
installments: April 15, August 15, and De- 





PENDING STATE TAX LEGISLATION 


Exemptions.—% Ch. 225 (S. B. No. 588) 
exempts from property taxes personal 
property brought to California for pur- 
poses of use or display at fairs, exhibitions. 
Approved May 28, 1935. 


Sales Tax.—A. B. No. 1208 increases the 
rate of sales tax from 244% to 3% and ex- 
empts foods. Passed both Houses June 4, 
1935. 

A. B. No. 1273 makes comprehensive 
amendments to the sales tax act. Passed 
both Houses June 4, 1935. 


Use Tax Act.—A. B. No. 1271 imposes 
an excise tax on the storage, use or other 
consumption in this State of tangible per- 
sonal property. The rate of tax is 3% of 
the sales price of such property. This bill 
is a supplement to the regular sales tax 
act. Passed both Houses June 7, 1935. 


COLORADO 


Note: H. B. No. 438, previously reported 
as imposing a tax of 4% on life insurance 
policies and approved April 24, 1935, was 
amended before approval to delete the pro- 
visions imposing the tax. The law as en- 
acted appropriates money from the general 
fund of the state for the police pension fund. 


CONNECTICUT 


Adjournment.—The legislature adjourned 
June 5, 1935. A final list of approvals will 
be reported in the next issue of THe Tax 
MAGAZINE. 


Aircraft.—S. B. No. 289 prescribes air- 
craft registration fees and provides for 


refunding of certain fees. Approved June 
4, 1935. 


Alcoholic Beverages.—S. B. No. 749 con- 


|cerns the taxation of alcoholic beverages. 


Passed House June 3, 1935. Tabled in Sen- 
ate June 4, 1935. 


Annuity Contracts.—S. B. No. 703 con- 
_— annuity contracts. Approved May 16, 
1935. 


Automobile Clubs.—S. B. No. 726 provides 
for the licensing of automobile clubs and 


associations. Passed both Houses May 29, 
1935. 


Automobile Dealers and Repairers.—* 
S. B. No. 660 provides for the licensing of 
motor vehicle dealers and repairers. Ap- 
proved June 13, 1935. 


Corporate Stock.—%H. B. No. 1323 con- 
cerns the number of shares of par value of 
the capital stock of corporations, amend- 
ing Section 1 of Chapter 35, Acts of 1935. 
Approved June 13, 1935. 


Corporation Business Tax.—xS. B. No. 
211 imposes a business tax, or franchise tax, 
upon mercantile, manufacturing, banking 
and miscellaneous corporations, for the 
privilege of doing business within the state, 
at the rate of 2 per cent of the taxpayer’s 
annual net income derived from sources 
within the state. A minimum tax of not 
less than $10 is also prescribed. Approved 
June 4, 1935. 


Domestic Insurance Companies.—¥xS. B. 
No. 134 concerns taxes on the premium and 
investment income receipts of domestic in- 


surance companies. Approved June 4, 
1935. 
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Fiscal Years of Municipalities—H. B. 
No. 213 concerns uniformity in the fiscal 
vears of municipalities and makes the first 
installment of taxes due at the beginning 
of the fiscal year. Approved June 5, 1935. 


Foreclosure of Tax Liens.—H. B. No. 
1326 concerns the foreclosure of tax liens 
by municipalities. Approved June 13, 1935. 


Gasoline Stations—*H. B. No. 1313 
amends Sections 1660, 1662, and 1663 con- 


cerning gasoline stations. Approved June 
13, 1935. 


Gasoline Tax.— x H. B. No. 616 increases 
the gasoline tax rate from 2 cents to 3 
cents a gallon on fuels sold or used within 
the state. Approved June 5, 1935. 


Hairdressers and Cosmeticians.—S. B. 
No. 668 concerns licensing of hairdressers, 
cosmeticians, assistants and instructors. 


Insane Asylums.—%S. B. No. 222 con- 
cerns the licensing of insane asylums and 
other neuropsychiatric institutions. Ap- 
proved June 13, 1935. 


Liquor Control.—_S. B. No. 235 amends 
numerous sections of the Liquor Control 
Act. Approved June 13, 1935. 


Liquor Permittees.—%S. B. No. 17 con- 
cerns the sale of liquor by package store 
permittees during the pendency of an in- 
junction issued by the United States court. 
Approved June 5, 1935. 


Milk.—H. B. No. 426 authorizes com- 
missioner to require additional information 
of registered milk and cream dealers and 
for registration and inspection of out of 
state dairies. Approved May 21, 1935. 

*H. B. No. 1292 provides for a milk 
administrator and amends Sections 516b, 
517b, 518b, 519b, 520b, 521b, 522b, 523b, 524b, 
526b, 527b, 528b, and 530b of the 1933 Sup- 
plement to the General Statutes. Approved 
June 5, 1935. 


Motor Vehicles.—*H. B. No. 240 amends 
Sections 1563 and 1565 of the General Stat- 
utes, respecting date of expiration of motor 
vehicle registrations, and provides for ex- 
piration of operator’s license April 30th 
each year. Approved June 4, 1935. 

*H. B. No. 616 concerns registration 
fees for motor vehicles other than com- 
mercial vehicles and tractors. Approved 
June 5, 1935. 

*H. B. No. 624 concerns the registra- 
tion fees for commercial motor vehicles 
and tractors. Approved June 5, 1935. 

*H. B. No. 1337 concerns the registra- 
tion of junked motor vehicles. Approved 
June 13, 1935. 

S. B. No. 91 concerns the motor bus 
tax; amends Sections 1116, 1310, 1311, 1312 
and 1314 of the General Statutes; amends 
Section 357b, Cumulative Supplement. Ap- 
proved June 13, 1935. 

*S. B. No. 445 concerns the operation 
of motor buses in interstate commerce. 
Approved June 5, 1935. 


Pharmacy.—S. B. No. 714 amends Sec- 
tion 790b of the 1933 Supplement to the 
General Statutes respecting license fees 
received by the Pharmacy Commission. 
Approved May 29, 1935. 


Professional Engineers.—%S. B. No. 728 
concerns the registration of persons prac- 
ticing professional engineering and land 
surveying. Approved June 13, 1935. 
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Property Taxes.—%H. B. No. 308 con- 
cerns collection of personal property tax 
on motor vehicles. Approved June 5, 1935. 

*H. B. No. 506 amends Section 333b of 
the 1933 Supplement to the General Stat- 
utes concerning duties of tax collectors. 
Approved June 4, 1935. 

*H. B. No. 725 concerns the collection 
of interest penalties on delinquent taxes 
— in installments. Approved June 4, 
1935. 

*H. B. No. 1304 validates collections of 
interest and penalties on taxes on personal 
property and real estate. Approved June 5, 
1935. 

H. B. No. 1322 concerns abatement of 
taxes. Passed both Houses, June 3, 1935. 

*S. B. No. 725 provides for the fixing 
of tax due dates in municipalities, and for 
the payment of taxes thereafter for cause 
shown. Approved June 5, 1935. 

. B. No. 727 concerns tax 
Passed both houses May 29, 1935. 


Railroad Companies.—y%H. B. No. 508 
concerns the taxation of railroad compa- 
nies; amends Sections 1115 and 1304 of the 
General Statutes. Approved June 13, 1935. 


Resident Veterans— eH. B. No. 604 
concerns the selling of merchandise by 
resident veterans without license. Ap- 
proved June 5, 1935. 


liens. 


Sales Tax.—S. B. No. 210 provides for 
a retail sales tax. Killed in both Houses, 
May 24, 1935. 


Temporary Cigarette Tax.— S. B. No. 
542 provides for licensing of dealers and 
distributors of cigarettes at $1 a year. A 
tax is imposed on cigarettes held by any 
person for sale at the rate of 1 mill for 
each cigarette, to be paid by purchase of 
stamps. Approved June 4, 1935. 

*S. B. No. 786 amends Sections 1, 2, 3 
and 6 of S. B. No. 542 concerning the tem- 
porary cigarette tax in respect to defini- 
tions, licensing of dealers and distributors, 
duration of licenses, and the procuring of 
stamps; permits use of metering machines, 
and provides for affixing of stamps by cer- 
tain exporters. Approved June 17, 1935. 


Unincorporated Business Tax.— S. B. 
No. 90 concerns the Unincorporated Busi- 
ness Tax and amends various sections of 
the law respecting definitions, rate of tax, 
computation and payment of tax, alloca- 


tion of foreign business. Approved June 4, 
1935. 


Water Power.—*H. B. No. 735, amends 
Section 1158 of the General Statutes re- 


specting the taxation of water power. 
Approved June 4, 1935. 
FLORIDA 


Adjournment.—The legislature adjourned 
May 31, 1935. A final list of approvals 
will be reported in the August issue of 
THe TAX MAGAZINE. 


Adjustment of Taxes.—ykH. B. 1088 au- 
thorizes county commissioners to adjust 
taxes in certain counties. Law without 
approval June 10, 1935. 


Alcoholic Beverages.—y%H. B. 496 cre- 
ates the state beverage commission and 
taxes the sale of alcoholic beverages con- 
taining more than 1% of alcohol. Ap- 
proved March 27, 1935. 





THE TAX MAGAZINE 


Beauty Culture.— 5S. 
beauty culture business. 


1935. 


Chain Stores.—S. B. 101 eradicates chain 
store, commissary and itinerant merchant 
evils. Killed in Senate conference. 

*S. B. 724 imposes a license and gross 


receipts tax on chain stores. Approved 
June 1, 1935. 


Citrus Fruit —yxS. B. 22 licenses and reg- 


ulates citrus fruit dealers. Approved June 
8, 1935. 


Commercial Fertilizer.—,S. B. 130 re- 


lates to and defines commercial fertilizer. 
Approved June 10, 1935. 


Delinquent Taxes—%*xH. B. 20 provides 
for settlement of delinquent taxes in cer- 
tain counties. Law without approval May 
18, 1935. 

*H. B. 901 authorizes acceptance of 
bonds, etc., in certain counties in payment 
of liens for delinquent taxes for 1931 and 
prior years. Approved May 16, 1935. 

*S. B. 666 provides for settlement of 
delinquent taxes. Amends Ch. 16252, Laws 
1933. Passed Senate May 22, 1935. 


Gasoline Tax.—%H. B. 427 imposes an 
additional tax upon gasoline, and like 


products of 1 cent per gallon. Approved 
May 28, 1935. 


Grapefruit.—S. B. 19 imposes an excise 
tax of 3 cents on each standard sized box 
of Florida grapefruit for publicity pur- 
poses. Approved June 8, 1935. 


Homesteads.—%S. B. 123 regulates the 
allowance of homesteads from taxation. 
Approved May 29, 1935. 


Insurance Agents.—%S. B. 390 provides 
licensing for insurance agents. Approved 


June 4, 1935. 


Motor Vehicles.—%H. B. 651 relates to 
the operation, taxing and licensing of motor 
vehicles. Approved June 8, 1935. 


Occupation Tax—Exemption.—xS. B. 
149 exempts disabled veterans from the 


occupation license taxes. Approved May 
29, 1935. 


Oleomargarine Tax.—S. B. 1038 im- 
poses a tax of 10 cents per.pound on all 
oleomargarine sold, payable through the 
use of stamps. Approved June 8, 1935. 


Oranges.—%S. B. 18 imposes an excise 
tax for publicity purposes of 1 cent on each 
standard packed box of Florida oranges. 
Approved June 8, 1935. 


Payment of Taxes.—%H. B. 296 pro- 
vides for the payment of taxes with bonds. 
Approved June 10, 1935. 


Personal Property—Delinquent Taxes.— 
*H. B. 655 provides that delinquent per- 
sonal taxes for 1933 and prior years be 


cancelled. Law without approval June 10, 
1935. 


Slot Machines Tax.—yxH. B. 1131 licenses 


coin operated devices. Approved June 10, 
1935. 


Stocks of Merchandise.—S. B. 679 pro- 
vides for a basis of valuation for taxation. 
Passed Senate May 21, 1935. 


| Tangerines.—%xS. B. 20 imposes an ex- 
cise tax for publicity purposes of 5 cents 
|on each standard packed box of Florida 
|tangerines. Approved June 8, 1935. 


B. 55 licenses 
Approved June 8, 
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Tax Adjustment Board—H. B. 163 
creates a county tax adjustment board. 
Approved May 3, 1935. 


Tax Sale Certificates —S. B. 36 post- 
pones the sale of tax certificates until after 


the first Monday in July. Approved April 
15, 1935. - 


Used Motor Vehicles.—%xH. B. 634 reg- 
ulates business of selling used cars received 
from nonresidents. Approved June 1, 1935. 


ILLINOIS 


Alcoholic Beverage Taxes.—S. B. No. 587 
sets up a new classification of wine and 
beer retailer who may sell in bulk or in 
bottles for off premises consumption only. 
Reduces the wine tax from 10 to 5 cents 
per gallon if alcoholic content is less than 
14%, from 25 to 10 cents if alcoholic con- 
tent is more than 14%. 

S. B. No. 608 provides for a beer and 
wine retailer’s license of $50 which permits 
sale for consumption off the premises and 
exempts from manufacturer’s license, per- 
sons who make wine from fruits grown by 
themselves. 

H. B. No. 990 amends the liquor law to 
exclude manufacturers from the definition 
of beer distributors. Tabled in House 
May 22. 

H. B. No. 1027 amends the liquor law to 
provide for a beer tax of 3¢ per gallon and 
eliminates retail license fees. 

H. B. No. 1140 repeals the licensing sec- 
tions of the liquor law. 


Chain Store Tax.—H. B. No. 1090 pro- 
vides for a graduated tax on chain stores 
in Chicago. 


Gasoline Tax.—S. B. No. 208 increases 
the gasoline tax to 4¢ a gallon. Killed in 
Senate May 29. 

S. B. No. 354 amends the gasoline tax 
relative to sales in tank car lots. 

S. B. No. 373 permits counties to use 
funds obtained from the gasoline tax in 
the construction of state aid roads. Passed 
Senate May 29. 

S. B. No. 590 amends the gasoline tax 
law to require meters on all storage tanks. 
Meters are to be installed by the state. 

H. B. No. 409 increases gasoline tax from 
3 to 4 cents per gallon until July 1, 1937 
after which it returns to its present level 
of 3 cents. Tabled in House June 12. 

H. B. No. 608 relates to the licensing of 
blenders of motor fuels and the inspection 
of motor fuels transported into the state. 
Passed House May 28. Passed Senate 
June 12. 

H. B. No. 894 provides that funds from 
the gasoline tax shall be allocated 4% to 
cities and the remainder split evenly be- 
tween counties and states. Passed House 
June 17. 


General.—H. B. No. 152 changes revenue 
act to make first penalty date June instead 
of May. Tabled in House April 17. 


Gross Receipts Tax.—S. B. No. 210 im- 
poses a 3% tax on gross receipts of up- 
wards of 100 trades, occupations and 
professions, beginning March 15, 1935 and 


ending July 1, 1937. Killed in Senate 
May 29. 


Income Tax.—H. B. No. 400 provides for 
1% gross income tax on all persons, firms, 


and corporations to replace real estate tax. 
Tabled in House May 22. 
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Inheritance Tax.—H. B. No. 1083 pro- 
vides for additional tax levies on inherit- 
ances. 


Licenses.—S. B. No. 365 prohibits sale 
of slot machines. 

S. B. No. 452 licenses and regulates 
Passed Senate May 22. Passed 
House May 29. 

S. B. No. 465 licenses and regulates res- 
taurants and boarding houses. 

S. B. No. 473 authorizes municipalities to 
license barbers, beauty culturists and 


) beauty shops. 


S. B. No. 508 specifies the functions and 


; procedure of the Department of Registra- 
H tion in exercising its licensing power and 


regulation of architects. 
June 6 

S. B. No. 509 specifies the functions and 
procedure of the Department of Registra- 
tion in exercising its licensing power and 
regulation of barbers. Passed Senate 
June 6. 

S. B. No. 510 specifies the functions and 


Passed Senate 


| procedure of the Department of Registra- 


asta pees i 


» regulation of dentists. 


tion in exercising its licensing power and 
regulation of beauty culturists. Passed 
Senate June 6. 

S. B. No. 511 specifies the functions and 
procedure of the Department of Registra- 
tion in exercising its licensing power and 
regulation of chiropodists. Passed Senate 
June 6. 

S. B. No. 512 specifies the functions and 
procedure of the Department of Registra- 
tion in exercising its licensing power and 
Passed Senate 


June 6 


S. B. No. 513 specifies the functions and 


) procedure of the Department of Registra- 


tion in exercising its licensing power and 
regulation of embalmers. Passed Senate 
June 6. 


S. B. No. 515 specifies the functions and 


| procedure of the Department of Registra- 
| tion in exercising its licensing power and 


regulation of persons treating human ail- 
ments. Passed Senate June 6. 

S. B. No. 516 specifies the functions and 
procedure of the Department of Registra- 
tion in exercising its licensing power and 
regulation of optometrists. Passed Senate 
June 6. 

S. B. No. 517 specifies the functions and 
procedure of the Department of Registra- 
tion in exercising its licensing power and 
regulation of nurses. Passed Senate June 6. 

S. B. No. 518 specifies the functions and 
procedure of the Department of Registra- 
tion in exercising its licensing power and 
regulation of pharmacists. Passed Senate 
June 6 

S. B. No. 519 specifies the functions and 
procedure of the Department of Registra- 
tion in exercising its licensing power and 
regulation of plumbers. Passed Senate 
June 6. 

S. B. No. 520 specifies the functions and 
procedure of the Department of Registra- 
tion in exercising its licensing power and 
regulation of public accountants. Passed 
Senate June 6. 

S. B. No. 522 specifies the functions and 
procedure of the Department of Registra- 
tion in exercising its licensing power and 
regulation of structural engineers. Passed 
Senate June 6. 

S. B. No. 523 specifies the functions and 
procedure of the Department of Registra- 
tion in exercising its licensing power and 
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regulation of veterinaries. 
June 6. 

S. B. No. 553 gives cities the power to 
license, regulate or prohibit pin games, coin 
operated amusements, vending and weigh- 
ing machines, etc. Killed in Senate May 29. 

S. B. No. 554 gives cities the power to 
license and regulate lumber store houses. 
Killed in Senate May 29. 

S. B. No. 584 gives municipalities the 
power to license and regulate lumber store- 
houses. Passed Senate June 11. 

S. B. No. 585 empowers municipalities 
to license or prohibit pin games, coin con- 
trolled amusements, vending machines, etc. 
Passed Senate June 11. 

S. B. No. 612 licenses and regulates the 
business of making loans of $1,000 or less. 
Permits the deduction of $100 at the time 
the loan is made in lieu of interest. 

S. B. No. 636 licenses safety deposit 
boxes and safes. 

S. B. No. 639 provides for the regulation 
of dental surgery. 

H. B. No. 169 gives cities and villages 
power to license filling stations based on 
footage. Tabled in House June 13. 

H. B. No. 367 requires the regulation and 
licensing of master plumbers by depart- 
ment of Registration and Education. 
Tabled in House June 3. 

H. B. No. 901 provides for the licensing 


Passed Senate 


of master electricians. Tabled in House 
June 17. 
H. B. No. 1051 requires hotels to have 


at least fifty rooms before they could obtain 
licenses from the Department of Public 
Health. 

H. B. No. 1052 regulates and licenses the 
manufacture of butter fats and oleomar- 
garine. 

H. B. No. 1054 provides for the licensing 
of persons engaged in the sale of poultry. 

H. B. No. 1081 provides for a new dental 
surgery act. 

H. B. No. 1085 increases the fees to be 
charged for the examination of doctors. 


H. B. No. 1091 licenses and regulates 
collection agencies. 

H. B. No. 1116 licenses and regulates 
pharmacies. 


H. B. No. 1148 creates a Milk Marketing 
Board to regulate the production and dis- 
tribution of milk. 

H. B. No. 1149 regulates the production 
and distribution of milk. 


Motor Vehicles.—S. B. No. 386 permits 
the use of local vehicle license fees for 
policing the streets. Passed Senate May 15. 

S. B. No. 486 sets up a detailed classifica- 
tion of license fees for trucks and buses. 


S. B. No. 503 fixes the amount of local 
motor vehicle license fees and regulates 
the use of the funds. 


S. B. No. 562 enacts a general truck 
regulation bill, provides for a traffic board 
of 7 members to administer. 

S. B. No. 589 provides for the recogni- 
tion of motor certificates of title from 
other states when the vehicle is registered 
in Illinois. 

S. B. No. 
regulating act. 


H. B. No. 695 permits licensing of auto- 
mobiles in 1935 which had no certificate of 
ownership in 1934. Tabled in House 
May 22 

H. B. No. 1018 gives cities of 200,000 
population the authority to levy a wheel 
tax. 


601 


amends motor truck 
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H. B. No. 1019 relates to the power of 
cities to levy a wheel tax. 

H. B. No. 1020 relates to the power of 
cities to levy a wheel tax. 

H. B. No. 1127 permits Chicago to license 
motor vehicle operators. 


Municipal Taxes.—S. B. No. 420 author- 
izes municipalities to issue bonds and levy 
taxes for the payment thereof. Passed 
Senate June 6. 

S. B. No. 434 authorizes cities and towns 
of less than 100,000 population to issue 
bonds and levy taxes for payment. Passed 
Senate June 12. 


H. B. No. 1077 provides that cities shall 
not levy taxes at a greater rate than $.90 
per $100 for general corporate purposes 
unless agreed to by the voters. 


Occupational Tax.—H. B. No. 401 re- 
peals the 2% occupational tax law. Tabled 
in House May 22 


Park Districts—S. B. No. 313 provides 
for creation of park districts and giving the 
same authority to levy taxes. Passed Sen- 
ate June 14. 


S. B. No. 458 authorizes the Chicago 
Park District to issue $6,000,000 worth of 
bonds and to levy taxes to provide for 
payment. Passed Senate May 22. Passed 
House June 13. 


S. B. No. 459 authorizes the Chicago 
Park District to issue bonds and levy taxes 
to create a working cash fund. Passed 
Senate May 22. Passed House June 13. 


S. B. No. 460 authorizes the Chicago 
Park District to refund indebtedness of 
former units and levy a tax for payment. 
Passed Senate May 22. Passed House 
June 13. 

S. B. No. 461 authorizes the Chicago 
Park District to assume certain indebted- 
ness and issue bonds and levy taxes for 
payment. Passed Senate May 22, Passed 
House June 13. 

S. B. No. 628 pegs the Chicago park 
district tax levy for 1935 and 1936 at 
$9,000,000. Passed Senate June 13. 


Pipe Lines (Natural Gas).—S. B. No. 184 
imposes a tax upon pipe line companies 
selling natural gas within Illinois at the 
rate of 10¢ per 1,000 cubic feet. Tabled in 
Senate June 12. 


Property Taxes.—S. B. No. 16 provides 
penalties for failure to schedule personal 
property before May 1. Passed Senate on 
June 13. 


S. B. No. 300 limits payments of 
special assessments by vouchers or bonds 


to assessment payment. Passed Senate 
May 29. 


S. B. No. 439 authorizes the issuance 
of bonds and the levy of taxes for pay- 
ment by counties of less than 200,000 
population. Passed Senate May 22. 

S. B. No. 469 provides for the collection 
of special assessments on property which 
has been withdrawn from sale or forfeited 
to the state. Passed Senate May 28. 


S. B. No. 470 amends the tax assessment 
and collection act to incorporate the provi- 
sions of S. B. No. 469. Passed Senate 
May 28. 


S. B. No. 495 amends Sec. 177 of “An 
Act relating to the assessment of prop- 


erty,” and to add a new section 177%. 
Killed in Senate June 6. 
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S. B. No. 499 relates to titles to prop- 
erty acquired at tax sales. Passed Senate 
June 4. 

S. B. No. 527 relating to the, foreclosure 
of liens of delinquent taxes and special 
assessments. 

S. B. No. 531 fixes the property tax rate 
for Chicago schools to one which will pro- 
duce $49,000,000. Passed Senate May 29. 
Passed House June 13. 

S. B. No. 546 authorizes Chicago to levy 
a tax to produce $1,250,000 for the pay- 
ment of judgments prior to January 1, 1938. 
Passed Senate June 4. 

S. B. No. 548 provides from what taxes 
the Chicago working cash fund reimburse- 
ments shall be derived. 
June 4. 

S. B. No. 549 relates to the levy of taxes 
for the payment of outstanding warrants. 

S. B. No. 550 excludes the special tax 
for judgments from the annual Chicago tax 
levy ordinance. Passed Senate June 4. 

S. B. No. 551 amends the law covering 
the levy and extension of taxes to bring 
it into accord with S. B. No. 550. Passed 
Senate June 4. 


S. B. No. 552 pegs the Chicago library 


tax at a rate which will produce $1,800,000 
for 1935, 1936, and 1937. Passed Senate 


June 4. 

S. B. No. 563 validates Chicago levy 
ordinances. Passed Senate June 4 

S. B. No. 568 increases the Chicago 


aquarium and museum tax rate from 14% 
to 2Y% cents. 

S. B. No. 573 legalizes township bond 
issues and tax levies. 

S. B. No. 574 limits the levy by Chicago 
for tuberculosis sanitarium. Passed Senate 
June 4. 

S. B. No. 593 validates tax levy ordinance 
of cities of less than 150,000 population. 
Passed Senate June 11. 

S. B. No. 599 provides for the issue of 
‘certificates of forfeiture of withdrawal 
covering property withdrawn or forfeited 
for nonpayment of special assessments. 
Passed Senate June 16. 

S. B. No. 603 permits downstate boards 
of review and Cook County board of ap- 
peals to continue in session after Septem- 
ber 7, if work has not been completed. 

S. B. No. 626 includes taxes and special 
assessments of drainage districts under the 
Skarda Act. Passed Senate June 13. 

S. B. No. 627 permits the question of 
levying a tax for tuberculosis sanitariums 
to be submitted at special as well as general 
elections. 


S. B. No. 649 authorizes counties to issue 


honds and levy taxes to provide funds for | 


repairing county buildings. 

H. B. No. 38 permits payment of de- 
linquent taxes on real estate in five pay- 
ments. Tabled in House April 23. 

H. B. No. 60 authorizes credits against 
current taxes for excesses paid as the result 
of excess valuations. Passed House March 
19. Passed Senate May 29. 

H. B. No. 104 fixes salaries of police- 
men in cities of 25,000 to 150,000 at $175 
a month minimum, and provides a mill levy 
to pay same. Passed House June 13. 


H. B. No. 209 provides where a person 
or corporation tenders payment for all 
taxes and costs due for all years on real 
property with 50% of accrued interest and 
forfeiture fees and accompanies offer with 


Passed Senate | 
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affidavit, collector 
Senate June 12. 

H. B. No. 211 requires payment of 75% 
of taxes before objections can be filed. 
Passed House June 12. 

H. B. No. 212 blocks reduction of per- 
sonal property tax levy below a fair and 
uniform tax upon the taxable property 
owned by the taxpayer on April 1. Tabled 
in House June 14. 

H. B. No. 252 provides for minimum 
salary of firemen in cities from 25,000 to 
150,000 of $175 a month. Provides for an- 
nual tax of 4.2 mills. Passed House 
June 12. 

*H. B. No. 260 provides for creation of 
working cash funds in School Districts and 
the levy of taxes therefor. Law without 
approval June 8. 


H. B. No. 328 provides for school tax 
levy for downstate, 1% for education, % 
of 1% for buildings. 

H. B. No. 524 amends section 192 of “An 
Act for the assessment of property and for 
the levy and collection of taxes.” Passed 
Senate June 12. 

H. B. No. 568 provides method of re- 
deeming taxes. Passed Senate May 29. 


H. B. No. 581 permits the levying of 
county taxes for payment of poor relief 
and abolishes county farms. Passed House 
June 17. 


H. B. No. 637 fixes the adjournment 
date of boards of review in counties of less 
than 250,000 population. Passed Senate 
June 12. 


H. B. No. 783 provides for payment of 
taxes of 1932 and previous years in 10 
installments. Passed House June 14. 

H. B. No. 1007 authorizes the state tax 
commission to assess all property owned 
or used by railroads in Illinois. 

H. B. No. 1008 authorizes the state tax 
commission to assess and tax private car 
companies. 

H. B. No. 1010 repeals Sec. 186 of “An 
Act for the assessment of property and for 
the levy and collection of taxes.” 

H. B. No. 1028 relates to taxes for school 
building purposes. 

H. B. No. 1030 fixes the tax rate for 
Chicago schools at $2.25 per $100 valuation. 
Tabled in House June 14. 


H. B. No. 1032 amends Sec. 177 of “An 


shall accept. Passed 


; Act for the assessment of property and 
|for the levy and collection of taxes,” and 


to add a new section 177%. 


H. B. No. 1035 provides for the creation 
of municipal utility districts. Gives said 
districts power to levy property taxes. 


H. B. No. 1038 permits assessments 
against property to provide funds for the 
eradication of noxious weeds. 

H. B. No. 1050 amends the local improve- 
ment act in relation to the paying of assess- 
ments and the retirement of bonds. Passed 
House June 6. 


H. B. No. 1053 fixes the Chicago library 
tax rate for 1935 and 1936 at 34 of a mill. 

H. B. No. 1072 provides for the reassess- 
ment of property in Cook County every 
5 years. 

H. B. No. 1102 levies a tax for the sup- 
port of tuberculosis sanitariums. Passed 
House June 5. 

H. B. No. 1111 provides for a property 


tax levy for the support of forest pre- 
serves. Passed House June 17. 














July, 1935 


H. B. No. 1112 provides for the levy of 
a property tax for the support of forest 
preserves. Passed House June 17. 

H. B. No. 1113 regulates pipe lines which 
cross state property. 


H. B. No. 1150 authorizes counties to 
issue bonds and levy taxes to provide funds 
for the repair of county buildings. 


Retailers’ Occupation Tax.—S. B. No. 
207 increases the Retailers’ Occupation 
Tax rate to 3%, effective July 1, 1935. Ap- 
proved May 23, 1935. 

S. B. No. 600 requires itinerant vendors 
to give bond to insure payment of 
the sales tax. Passed Senate June 6. 

H. B. No. 860 reduces the penalty from 
25% to 5% for overdue taxes unless delay 
is fraudulent. Passed House June 14. 


H. B. No. 1095 requires itinerant vendors 
to give bond to guarantee payment of the 
sales tax. 


MARYLAND 


Final Summary.—The following com- 


pletes the summary of tax legislation for 
1935: 


Property Taxes.—%Ch. 225 (S. B. No. 
59) grants exemption from taxation to cer- 
tain vessels in foreign and coastwise com- 
merce and to certain large aircraft until 
— 31, 1945. Approved April 29, 

* Ch. 468 (S. B. No. 103) fixes the time 
for the next general assessment in 1937. 
Approved May 17, 1935. 


MASSACHUSETTS 


Gasoline Tax.—H. B. No. 1662 provides 
for apportionment of 50 per cent to cities 
and towns. Killed in House and Senate. 

H. B. No. 1892 provides for taxation of 
sales of gasoline and certain other motor 
vehicle fuels. Killed in House. 

*H. B. No. 2094 extends the time during 
which there shall be collected an addi- 
tional excise tax on gasoline. Approved 
= 7, 1935. This bill becomes Chapter 


Income Tax.—H. B. No. 291 changes the 
exemptions and deductions from income 
derived from professions, employment, 
trade or business. Killed in House. 


Licenses.—%H. B. No. 2100 provides for 
county elections on question of dog races 
and pari-mutuel betting. Approved May 21, 
1935. This bill becomes Chapter 279. 


Liquor Taxes.—%S. B. No. 495 author- 
izes town of Charleston to vote on question 
of granting licenses for sale of alcoholic 
beverages. Approved May 24, 1935. This 
bill becomes Chapter 281. 

H. B. No. 1126 defines the powers of 
the Alcoholic Beverage Commission. Killed 
in Senate. 

*H. B. No. 1879 authorizes town of 
Florida to vote on question of granting 
licenses for sale of alcoholic beverages. 
Approved April 23, 1935. This bill becomes 
Chapter 197. 


Motor Vehicles.—H. B. No. 2134 amends 
the law in regard to fees of motor vehicles 
and trailers. 


Property Taxes.—H. B. No. 377 provides 
for partial homestead exemption. Killed 
in Senate. 


(Continued on page 440) 
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THE TAXATION OF TRUST 
PROPERTY 


Robert C. Brown, Professor of Law, Indiana 
University 


23 Kentucky Law Journal, March, 1935, 
p. 403-429 


The purpose of this paper is to examine 
the rules relating to the taxation of prop- 
erty held in trust, especially when the trust 
res consists of intangible property. The 
difficulty in this situation arises from the 
fact that choses in action and other intan- 
gible property have generally no actual lo- 
cation. The obvious solution is to permit 
the jurisdiction of the domicile of the 
owner to tax intangible property. How- 
ever, the problem still remains, who is the 
owner of the property held in trust? 


At law the property is owned by the 
trustee and therefore, generally speaking, 
intangible property held in trust is regarded 
as subject to tax by the taxing jurisdiction 
where the trustee is domiciled and without 
regard to the domicil of the beneficiary (67 

L. R. 393). The fact that the settlor of 
the trust has a power of revocation, which 
he has not yet exercised; should not affect 
the power to tax the intangible property 
to the trustee at his domicil (103 N. Y. 
Supp. 874). The power of revocation, 
whatever effect it may have on inheritance 
taxation, has evidently no effect upon the 
present legal ownership of the property 
in the trustee. 

If there are two or more trustees resid- 
ing in different jurisdictions, the usual 
policy is to apportion the property equally 
between the different trustees. (50 Md 
377 (1878)). There is some tendency to 
provide for the taxation of property held 
in trust to the beneficiary at his domicil 
rather than to the trustee (22 Atl. 279 
(1891)), on the ground that the beneficiary 
is the actual owner of the property as dis- 
tinguished from the merely technical legal 
ownership resting in the trustee, whose 
domicil should therefore be disregarded. 
This ruling is justifiable if there is express 
statutory authority or in the case of a vot- 
ing trust where the certificate holder is in 
most substantial particulars, the complete 
owner of the stock. Similarly, where the 
beneficiary is exempt from property taxa- 
tion, it would seem improper to deny the 
exemption by assessing the property to the 
trustee (18 N. E. 210). 

A suggestion for varying the ordinary 
rule for taxation of trust property is to tax 
it in the jurisdiction where it is intended 
that the trust shall be operated. It has 
sometimes been held that the jurisdiction 
of residence of the active trustee or trus- 
tees could properly tax the whole property 
without regard to the inactive trustee (3 
Ore. 13 (1868)). On the other hand, the 
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courts have sometimes been influenced— 
improperly, as it now appears (277 U. S. 
1)—to tax intangible trust property at the 
location of the documents representing 
such property rather than at the place 
where the active trustees are domiciled (23 


N. E. 488). 


The clearest authority in favor of the 
theory of levying a tax upon trust property 
according to the place where the trust is 
to be administered, is the Minnesota case 
of In re Thorne’s Estate (177 N. W. 638). 
This case involves strictly a question of 
inheritance taxation, but is in point as to 
property taxation, since it is now clear 
that, as a general rule, property which is 
outside the jurisdiction of a state for prop- 
erty tax purposes can not constitutionally 
be used as a basis for imposing an inherit- 
ance tax (284 U. S. 312). It is believed 
that this general idea is theoretically sound 
but the Thorne case failed to pass the 
scrutiny of the same court in the light of 
subsequent developments. It was explicitly 
overruled in Baker v. State, 242 N. W. 697 
(1932), where the court took the position 
that this trust was itself essentially a cor- 
poration (or should be governed by like 
rule), and being organized in New York 
its stock could not be subjected to taxation 
by Minnesota under the doctrine of the 
case of First National Bank of Boston v. 
Maine, 284 U. S. 312. 


It is submitted that the Baker case does 
not invalidate the holding of the Thorne 
case in so far as that case is based upon 
the proposition that trust property is to 
be taxed at the place where the trust itself 
is managed. The Baker case was based on 
the theory that the so-called trust was not 
really a trust at all. Moreover, there are 
still some cases which support the view 
that trust property is to be taxed where 
the trust is managed (23 N. E. 488; 17 N. Y. 
Supp. 923). 


It is therefore fair to consider the prob- 
lem on its merits. The theory has been 
considered unworkable in that the problem 
of deciding what is really the place of ad- 
ministration of the trust is often very diffi- 
cult. Moreover, with property held by an 
estate being taxed one way and property 
held by a testamentary trust being taxed 
another way, a difficulty arises in drawing 
the line between them. Personal repre- 
sentatives, and even the courts themselves, 
are often so careless in drawing the line 
between activities as executor and activities 
as testamentary trustee that the property 
tax problem, as well as others depending 
upon this distinction, may become very 
troublesome. 

The situation is further complicated in 
the case of decedent estates by the frequent 
appearance of an ancillary executor. There 
is a strong tendency to tax intangible prop- 
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erty of a decedent estate at the domicil 
of the decedent, irrespective of the resi- 
dence of his personal representative having 
charge of the estate. The theory is that 
the executor or administrator has an “offi- 
cial residence” in the jurisdiction where his 
decedent had his residence irrespective of 
the actual residence of the personal rep- 


resentative (284 U. S. 312). 


However, the theory of an “official resi- 
dence” for a testamentary trustee as separate 
from his actual residence for this pur- 
pose, is denied by a number of authorities. 
The point is clearly brought out in Millsaps 
v. Jackson, 30 So. 756 (1901), where the court 
held that property in the hands of exec- 
utors should be taxed at the domicil of 
the decedent, but when transferred to them- 
selves as testamentary trustees the prop- 
erty should be taxed at their respective 
domiciles proportionately. Whatever may 
be the justification for the application of 
the concept of “official residence” in the 
case of executors and administrators, it is 
apparent that such a concept is unrealistic, 
unjust and unworkable where the property 
is held by a testamentary trustee. 


A most serious problem remains as to 
whether both trustee and beneficiary may 
be taxed. Until recently the power to im- 
pose such multiple taxation, though no 
doubt recognized as somewhat unjust, was 
not regarded as subject to serious attack. 
There seems to be a definite tendency to 
wipe out multiple inheritance taxation, but 
however that problem is settled, it is "sub- 
mitted that’ the authorities permitting a 
multiple inheritance tax in this situation do 
not necessarily justify a multiple property 
tax (175 Pac. 702 (1918)). It is apparently 
valid for the state of residence of the 
beneficiary of a trust to compel that bene- 
ficiary to pay an income tax upon his re- 
ceipts from the trust, irrespective of what 
sort of tax is or may be levied upon the 
trustee at his domicile (253 U. S. 12), but 
income tax cases are in no sense authorities 
with regard to property tax problems. Nor do 
the cases approving the taxation of both a 
corporation and its stockholders have any 
bearing on the problem. 


The Massachusetts case of Hunt v. Perry, 
43 N. E. 103 (1896), is probably the leading 
case directly in favor of the proposition 
that a state may validly impose a property 
tax upon the interest of a beneficiary in a 
trust, although the trustee is a resident of 
another state and is taxed by the state of 
his residence upon the trust property. The 
court takes the position that the beneficiary 
has property where he is a resident, and 
the fact that it may be taxed elsewhere is 
wholly immaterial. There are a number of 
decisions in other states claiming the same 
power. Thus such a tax has been sustained 


in Maryland (137 Atl. 291), Maine (40 Atl, 
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666), Kentucky (60 S. W. 727), Ohio (78 
N. E. 1003), Pennsylvania (60 Pa. 325), 
New Hampshire (95 Atl. 1043), and Ne- 
braska (121 N. W. 593). 

Such a holding, however, in¥olves a dis- 
tinct constitutional question. Does such 
multiple taxation constitute a deprivation 
of property without due process of law in 
violation of the Fourteenth Amendment? 
The mere fact that the Federal Supreme 
Court has declined to pass upon any par- 
ticular case of this sort is not necessarily 
a binding authority; but there are unques- 
tionably some decisions of that court which 
give affirmative support to the asserted 
power of a state to tax the beneficiary 
upon his interest in the trust property (36 
Sup. Ct. 473; 38 Sup. Ct. 40). On the other 
hand, the authorities against multiple tax- 
ation of this sort, while rather less nu- 
merous, are of increasing weight. There 
seems to be practically unanimous agree- 
ment among students of the subject that 
such taxation is economically undesirable 
and unfair (30 Col. L. Rev. 539). A few 
states have declined to permit the taxation 
of a resident beneficiary where the trustee 
is a resident of another state (82 So. 794; 
175 Pac. 702). Moreover, the Federal Su- 
preme Court has in recent years taken a 
position which is distinctly hostile to the 
taxation by a state of the interest of a 
beneficiary in a non-resident trust (48 Sup. 
Ct. 422 (1928)). The case of Safe Deposit 
& Trust Co. v. Virginia, 50 Sup. Ct. 59 (1929) 
is a more important authority. Though it 
is not a definite authority that the property 
of a beneficiary can never be taxed apart 
from the trustee, nevertheless, it goes a 
long way toward a declaration that such 
taxation contravenes the Fourteenth 
Amendment to the Federal Constitution. 
The Maryland court in Baltimore v. Gibbs, 
171 Atl. 37 (Md., 1934) seems to be justified 
in its conclusion that the wavering sug- 
gestions of the Federal Supreme Court in 
the Safe Deposit & Trust Co. case as to the 
possible right to tax the beneficiary’s in- 
terest were really put in out of abundant 
caution, and that the court must and will 
decide, when the question is squarely pre- 
sented, that the states have no such power 
to any extent whatever. When the Su- 
preme Court has gone so far to*invalidate 
multiple taxation of other sorts, some of 
which is economically and otherwise much 
more easily defendable, it is certainly not 
to be expected that it will hesitate to do 
away with this more outrageous and indeed 
wholly indefensible form. 


ALLOCATION OF TAXES ON EARN- 
INGS ARISING FROM INTER- 
STATE BUSINESS 


M. P. O’Connor, of the Nashville Bar 


13 Tennessee Law Review, April, 1935, 
p. 164-172 


Tennessee has a tax of three per cent on 
net earnings of corporations only on busi- 
ness done wholly within the State (Tenn. 
Acts of 1923, Ch. 21). This is not an in- 
come tax but an excise levied on the privi- 
lege of doing business in a corporate ca- 
pacity (260 S. W. 144 (1924)). The tax is 
subject to credits for various other privi- 
leges. Under this Act the corporation is 
required to make a return of its entire 
gross receipts, showing those derived from 
business done both in and’ without the 
State. The total net earnings are then 
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divided on the ratio of State to out-of-state 
receipts, and the tax is levied only on that 
part so allocated to Tennessee. 


This method of assessment is manifestly 
unfair to those corporations which confine 
themselves largely to domestic trade. 
Doubtless the Act was so drawn to elimi- 
nate the opposition of large corporations 
having plants in Tennessee and other 
States; partly because of the fear of the 
interstate commerce feature; and partly 
because of the difficulty of adopting a 
method of allocation which would not mili- 
tate against the Tennessee manufacturer 
who sells abroad. At that time the idea of 
attributing to the State of origin a propor- 
tion of receipts received from other States 
had not been given the attention it has 
since received. 


The fear that a different method would 
run foul of the interstate commerce clause 
is not well founded. The Supreme Court 
of the United States has always upheld 
such legislation in theory. It has some- 
times held that the application of the law 
to certain conditions imposed an uncon- 
stitutional restraint on interstate com- 
merce and to that extent was void. In the 
case of Hann Rees Sons v. North Carolina, 
283 U. S. 123 (1931), the court said, “The 
difficulty of making an exact proportion- 
ment is apparent, and hence, when the 
State has adopted a method not intrinsi- 
cally arbitrary it will be sustained until 
proof is offered of an unreasonable and 
arbitrary application of it to particular 
cases. Where the question is necessarily 
one of apportionment, evidence may al- 
ways be received which tends to show that 
a State has applied a method, albeit fair on 
its face, which operates so as to reach 
profits which are in no sense attributable 
to transactions within its jurisdiction.” 
This leaves undefined such expressions as 
“intrinsically arbitrary,” and “unreasonable 
and arbitrary,” but the cases do place the 
burden on the taxpayer to show that the 
method should not apply in his case. There 
is no ground for the fear of the Federal 
Constitution if care be used in the drafting 
of the Act. 


Many other objections are made to the 
extension of this Act so as to impose the 
tax on earnings collected out of the State, 
but attributable to business done in the 
State, such as a manufacturing company 
having its plant in Tennessee, and selling 
in other States. So we insist that since 
they are forced to pay the various taxes 
levied on their business done in the States 
surrounding us, Tennessee must give up 
what otherwise would be a contribution 
consonant with that demanded from do- 
mestic business; that they must not be 
handicapped in their extraterritorial activ- 
ities which bring money into the State 
which is invested and on which they pay 
other taxes. But the fact is that they 
probably do not do this to any great ex- 
tent, and this argument overlooks the in- 
justice of having their neighbor pay on ten 
times as much net earnings, when both 
have the same investment, and volume of 
business, and both enjoy the same gov- 
ernmental protections. Others maintain 
that arfy tax which would otherwise be col- 
lected by Tennessee on this business should 
be credited with the taxes which they pay 
in other States. This is manifestly unfair 
and impossible. Such a system would lead 
to a race of diligence as to which State 
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could impose the highest tax on such busi- 
ness. 


None of these objections reach the fun- 
damental equities of the case, of which 
there are three phases. The first is that 
regarding the equities of each State in ob- 
taining its-fair proportion of the revenue 
derived, or profit made, by a taxpayer who 
does business in more than one State. No 
solution of this problem has been presented 
though much investigation has been de- 
voted to it. It may be economically sound 
that the States where these items of in- 
come originate should tax this income 
since the profits are taken from their citi- 
zens, but is it any part of the duty of 
Tennessee to attempt to so arrange its 
taxing measures that the profit made by its 
citizens from business done in the eight 
surrounding States, and at home, shall be 
equitably distributed to each of those 
States? We are under no legal obligation 
to do so and it should not be attempted 
unless and until all the other States also 
adopt the scheme. 


The second question as to what is a fair 
method of taxing a merchant or manufac- 
turer in Tennessee, who does an interstate 
business, so that the burden of all taxes 
levied by all the States on his business will 
not be unreasonable is also insoluble with 
mathematical accuracy without a prohibi- 
tive expenditure of time and money on the 
part of both the State and the taxpayer. 
No legislative body ever has enacted any 
measure which will take care of many of 
the most troublesome situations which con- 
front taxing authorities and some States 
have abandoned all attempt to prescribe 
methods, leaving the settlement of each 
individual case to the discretion of the 
Commissioners. 


The third question is the problem of the 
equitable contribution by such a business 
to the support of the government in com- 
parison with other businesses in the State 
who do little, if any, interstate business. 
The soundest method for a state like Ten- 
nessee, appears to be that adopted by 
many of the States, and which is referred 
to as the Massachusetts’ rule. This meth- 
od takes the sum of tangible property, 
gross receipts and payroll in Massachu- 
setts as the numerator and the sum of 
the total of these factors as the denomi- 
nator. The fraction thus obtained would 
be applied (under our tax) to the entire 
net earnings; if this is one-third, then one- 
third of the net earnings would be taxable 
in Tennessee. This method attributes 
earnings to (1) manufacturing plant; (2) 
cost and (3) result. It is argued that this 
method would increase the corporation’s 
tax four times, as out-of-state receipts are 
four times intrastate, but this is not true. 
If the net earnings were $30,000 and one- 
fourth of that came from purely State 
business, it would now pay on $7,500. Un- 
der this plan it would pay on two-thirds of 
$30,000, or $20,000. While the concern 
which derives all its income from Ten- 
nessee would pay on the entire $30,000. 
The advantage is still with the interstate 
trader. 


It is not sound economics to attribute 
all net earnings to the point of sale. These 
earnings depend upon the efficiency of the 
plant, purchasing cost, manufacturing cost, 
sales cost and price received. Manifestly 
the last factor does not determine the 
origin of the earnings. If most of these 
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Extracts from tax calendars in The Corporation Trust Company's Corporation Tax Service, published by Commerc: 


ALABAMA 
August 1—— 
Shrimp: License fee for removal, sale or trans- 
portation of same is due and payable on the 
Ist day of August in each year. 
Shrimp: License for using seine or trawl is due 


and payable on the Ist day of August in each | 


year. 


ARIZONA 


August 5 
Liquor report due. 

August 15—— _ . 
Gasoline distributors’ and consignees’ reports and 

taxes due. ' 

Motor vehicle carriers’ report and tax due. 
Gross income tax report and payment due. 
Luxuries excise tax report due. 

August 20—— ; ' 
Motor vehicle carrier report and tax delinquent. 
Gross income tax delinquent. 

August 25 ; 
Motor fuel carrier’s report and any tax due, 











ARKANSAS 


August 1—— ’ , me 
All petitions for review of public utility property 
assessments must be filed on or before the first 
day of August. 
August 10 y ' a 
Annual franchise tax payable to State Treasurer 
on or before this date. 
August 15 ; 
Monthly sales tax report and remittance due. 


Third Monday in August—— 

Application for adjustment of property tax assess- 
ment is required to be made to the Board of 
Equalization on or before the third Monday in 
August. 

Application for the adjustment of assessments of 
property must be made to the Board of Equaliza- 
tion on or before the third Monday in August. 

The County Equalization Board meets annually 
on the third Monday in August and is in session 
only the actual number of days required to com- 











plete its duties. Board meetings may be held 
up to the third Monday in September. 
CALIFORNIA 
August 1 . ? 
Beer and wine (manufacturers and importers) 


monthly tax due. 
Gasoline tax due; distributors required to make 
physical inventory. 
Motor vehicle registration fee reduced to 5/12 of 
annual rate. 
First Monday in August 








State Board of Equalization for property taxes 
convenes. 
August 5 
Fish packers’ monthly report due. 
August 10 





Alcoholic beverage monthly statement of sales by 
manufacturers and importers due. 
Cattle transporter’s monthly report due. 
Kelp monthly report due. 
Kelp privilege tax due. 
Petroleum and natural gas companies’ monthly re- 
ports due. 
August 15 
Gasoline distributor’s return due. 
Sixth Monday after the first Monday in July 
First half of petroleum and natural gas severance 
taxes delinquent. 
Third Monday in August— 
State Board of Equalization 
adjourns. 
August 31 
Imitation dairy products monthly report due. 
Slaughter house monthly report due. 








for property taxes 





| August 25 





Clearing House, Inc. 


COLORADO 
August 
Employment agencies must file a report with the 
deputy state labor commissioners monthly. 
First Tuesday in August 
Assessor shall mail a statement of any change in 
the valuation of the schedule rendered by any 
taxpayer and give notice of any such change by 
advertising in a local newspaper, prior to this 
date. 
August 1 
Between this date and Sept. 1 notices of delin- 
quency are mailed. 
Second installment of property taxes delinquent on 
this date. 
August 10 
lass A private carriers must file a report and pay 
tax for preceding month, on or before this date. 
Motor vehicle carriers must file a report and pay 
the tax for the preceding month, on or Selese 
this date. 
Liquor excise taxes for preceding month are due. 
August 15 
Coal mine owners report due on this date. 
August 20 
Class A private carriers notified of tax due, on or 
before this date. 
Motor vehicle carriers notified of tax due, on or 
before this date. 























Gasoline distributors statement to 
spector due on or before this date. 

Gasoline tax due on or before this date. 

Report of motor fuel deliveries made during the 
preceding month required of all common carriers 
on or before this date. 


state oil in- 


CONNECTICUT 





August 1 
Property tax returns due in Wallingford. 
Advertising license fee and sign permit fee due. 
Gasoline tax due from distributors. 
Alcoholic beverage gross receipts tax, 

return and payment due. 

August 10—— 

Theatre reports due. 

August 15 
Gasoline distributors’ reports due. 
Annual reports due Feb. 15 or Aug. 15. 
Half of motor bus corporation taxes due. 


quarterly 





DELAWARE 





August 1 
Monthly alcoholic beverage report due. 

August 15 
Last day to file alcoholic beverage report. 
Gasoline filling station report. 

August 31 
Gasoline tax report and tax due. 








DISTRICT OF COLUMBIA 





August 1 
Annual gross earnings tax reports of gas, electric 
lighting and telephone companies due on or be- 
fore this date. 
August 10—— 
Alcoholic beverage reports due. 
August 31 
Monthly gasoline tax report and tax due. 








FLORIDA 
August 1 ’ 
Annual report of railroads and express comp-nies 
due. 


First Monday in August 
Meeting of Board of County Commissioners 
hear complaints regarding assessments. 
August 10 
Lime kiln reports and fees due. 
Gasoline inspection fees and reports due. 
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to 





August 15 i 
Gasoline sales and storage reports and taxes due. 
August 31 
Fresh water fish dealers’ reports due. 
Vendors and shippers of tangerines to pay inspec 
tion fee between August 31 and November 16 
Vendors or shippers of citrus fruit other than tan- 
gerines to pay inspection fee between August 31 
and December 1 each year. 
Auto transportation company mileage tax reports 








due. 
GEORGIA 
August 1——. 
Motor carrier’s tax reduced to one-half the annual 
tax. 
August 5—— 


Reports of dealers and distributors of oysters 
shrimp due. 
August 20—— 
Gaso.ine re,orts and taxes due. 
August 30—— 
Monthly report by motor carriers due. 


and 


IDAHO 


August 10—— 

Monthly report of dealers in dairy products sub- 
stitutes due. 

Beer excise tax and report due. 

Second Monday in August 

Car companies must, on or before this date each 
year make to the State Auditor a true, full and 
accurate statement of the aggregate number of 
miles made by their cars on railroad lines in 
Idaho. 

Railroads must file with the State Auditor on or 
before this date each year a statement showing 
the total number of miles made by every car 
company on the railroad’s tracks in Idaho during 
the year ending August Ist. 

The State Board of Equalization meets at the 
State capitol on the 2nd Monday in August in 
each year, and, if all the abstracts of assess- 
ments in the several counties in the State have 
been received by the State Auditor, such ab- 
stracts musi be laid before said board, the duty 
of which is to equalize the assessment through- 
out the State. 

August 15 

Report and license tax of electric generating com- 
panies due. 

Gasoline dealers’ report and tax due. 

Electric light and power companies’ report and 
kilowatt tax due. 
Fourth Monday in August 

State Board of Equalization must complete the 
equalization of property assessments throughout 
the State by this date each year. 











ILLINOIS 

August 1 
Last day outside of Cook County to file complaint 

with Board of Review for incorrect assessment. 

Second installment of real property taxes remain- 
ing unpaid upon this date bear interest, except 
in Cook County. 

August 5 
Cold storage warehouse monthly report of food 

held in storage due. 

August 15 
Petroleum products inspection fees for June due. 
— occupation (sales) tax reports and taxes 

ue. 

Alcoholic beverage tax return of manufacturers 
and importing distributors due between Ist and 
15th of each month. 

August 20 
Last day for distributor of motor vehicle fuel to 

make monthly return and to pay tax. 

Last day for non-distributors to file monthly motor 
fuel report and pay tax. 

Last day for registered brokers to make return of 
sales of motor fuel. 
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August 30 . 
Last day for carriers to file monthly report of 
motor fuel delivered during previous month. 
August 31 
Ice cream manufacturers’ annual retail license fee 
due. 





INDIANA 
August 1—— 
Employment agency reports due. 
Semi-monthly payment of excise taxes on 
products and alcoholic beverages due. 
August 10 Re . 
Petroleum oils inspection fees due. 
August 15 
Bank and trust company reports due. 
Imitation condensed milk tax due. 
Common carriers’ gasoline reports due. 
Semi-monthly payment of excise taxes on malt 
products and alcoholic beverages due. 
August 20 
Bank and trust company taxes and building and 
loan association reports and taxes due. 
August 25 
Gasoline dealers’ reports and taxes due. 


malt 














IOWA 





August 1 
Annual corporation report: Any corporation organ- 
ized under the laws of this State or under the 
laws of any other state, territory, or any foreign 
country which has complied with the laws of this 
State relating to the organization of corpora- 
tions and secured a certificate of incorporation 
or permit to transact business in this State is 
required, between the first day of July and the 
first day of August of each year, to make an 
annual report and pay an annual fee of $1 to the 
Secretary of State. 
Third Monday in August 

Pipe line companies: State. Board of Assessment 
and Review determines value of pipe line prop- 
erty located in each taxing district of state, and 
transmits assessed value of such property in each 
county to county auditor on or before this date 
each year. 

Railroads: On or before this day each year, the 
State Board of Assessment and Review transmits 
to county auditor of each county, a statement 
showing length of main track within county and 
the assessed value per mile. 

© Avegust 31 

Annual corporation report: Any corporation which 
fails to make the annual report and pay the 
annual fee of $1 to the Secretary of State on 
or before this date, in addition to the annual 
fee of $1 required, incurs penalties beginning 
with the month of September and dating from 
the first day thereof. 








KANSAS 
August 1 
Right of appeal to Tax Commission for correction 
of errors in previous year’s assessment expires. 
First Monday in August 
Last day for review of express company assess: 
ments. 
August 10—— 
Cigarette retailers’ reports due. 
Oil inspection reports due. 

















August 15 ‘ 
Motor carrier reports and fees due and lien at- 
taches. 
August 25 
Gasoline reports and taxes due. 
KENTUCKY | 
August 1 | 
Annual list of resident stockholders and bondhold- 
ers due. 


Report of railroad and bridge corporations must 
be filed with the auditor of public accounts on 
this date. 

August 5 

Employment agency reports due. 

August 10 

Refinery monthly report due. 

Monthly excise tax report of blenders and rectifiers 
of distilled spirits and excise tax due. 

Monthly alcoholic beverage report of hotels, res- 
taurants and clubs due. 

Breweries and manufacturers of beer and wine file 
monthly report and pay barrel tax on this date. 

August 15 

Motor carrier operators’ reports due. 

Motor carrier mileage tax due. 

Monthly sales tax report showing total gross re- | 
ceipts made during July and tax due. 

August 20 

Crude petroleum transporters’ monthly report due. 

Oil production tax due. 

















August 31 7 
ee reports (except refinery reports) and taxes 
due. 
LOUISIANA | 
August 1 | 





Au 


August 10 


August 14—— 


August 15 


August 20 


| August 31 


STATE TAX CALENDAR 


First installment of New Orleans personal prop- 
erty and public utility property taxes due during 
this month. 

Electricity excise tax and report due between this 
date and September 1. 





t 
Wholesale fish dealer’s report due. 





Oyster severance tax report due. 

Shrimp severance tax report and tax due. 

Returns from shrimp freighters and ice boats due 
Reports of copeuiet anudian due. 

Parish gasoline tax reports and tax due. 

Reports and tax on imported kerosene due. 
Reports of imported alcoholic beverages due. 


Dairy products quarterly report and taxes delin- 
quent. 





Report of gasoline and alcoholic beverages trans- 
ported due from carriers. 





asoline tax report and tax due. 
Kerosene tax report and tax due. 
Alcoholic beverage tax report and tax due. 
August 30 
Oyster severance tax due. 





MAINE 





—- 1 
wners of wild lands to appear before State Tax 
Assessor before this date and render list. 
Small loan agency monthly report due. 
Gasoline tax due. 
August 10—— 
Inspection fees for packing of foods due. 
Sardine packing inspection fees due. 
August 15 
Gasoline tax sales report due. 
August 30—— 
Chain store licensees’ days of grace expire. 








MARYLAND 
August 1 


Annual franchise tax of ordinary business corpora- 
tions and foreign corporations subject to fran- 
chise tax upon capital employed, ordinary State, 
county and/or city taxes levied upon assessments 
by the Tax Commission and annual franchise 
tax upon domestic and foreign corporations sub- 
ject to franchise tax based upon gross receipts 
due on or before this date if account is mailed by 
July 1; otherwise within 30 days after mailing 
of account. 

August 5 ‘ 

Last day to file monthly account of tobacco sales 
on or through Baltimore market. 





report. 
August 10 
Last day to file monthly statement or declaration 
of insurance brokers, agents, or soilcitors. 
- receipts (sales) tax returns and remittances 
due. 
August 31 
Last day for dealers to file report and pay tax on 
gasoline sold or used during next preceding 
calendar month. 











MASSACHUSETTS 
August 1 
Special hall license fees due. 
August 10 





Alcoholic beverage excise tax return and tax due. 
August 15 

Cold storage warehouse reports due. 

Motor fuel distributors’ return and tax due. 








MICHIGAN 
August 1 


Detroit taxpayers paying one-half of city taxes be- 
fore Aug. 1 may have remainder extended to 
Dec. 30. 

Aircraft registration fee due. 

Severance tax and reports due. 

Capital stock tax on river improvement companies 
delinquent. 

August 5 

Gasoline: 

August 10 

Detroit taxpayers giving list of property to treas- 
urer may have time extended to August 25. 

Fur dealers: Last day to make monthly report. 

Common and contract carriers’ monthly report due. 

August 15 
Detroit city taxes delinquent. 
Monthly sales tax and return due. 

August 20 

Gasoline: 
tax due. 

Severance tax and reports delinquent. 

August 25 

Detroit taxpayers filing list with treasurer before 

Aug. 10 may have time extended to Aug. 25. 





Statement due from common carriers. 











Wholesale distributors’ statements and 











Second installment of New Orleans real property | 
taxes due during the month, 


Last day to file annual franchine tax report. 


Last day to file cold storage warehouse monthly | 
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MINNESOTA 
August 1 
eet car report of freight line companies 
ue. 


Local public grain warehouse reports due. 
August 5 
old storage warehouse reports due. 
August 10 hie 
Live stock commission merchants’ statements due. 
August 15 ' 
Semi-annual gross earnings report of railroads due. 
Gasoline tax and fees due. 

Oil inspection fees due. | 

Interstate carriers truck mile tax and report due. 











MISSISSIPPI 
August 1 
The last installment of all ad valorem taxes, in- 
cluding ad valorem taxes levied for county or 
municipal bonds authorized to be paid in install- 
ments, are due on this date. 

Oyster packers and canners file sworn statement on 
this date as to the number of barrels of oysters 
purchased and caught during the preceding 
month. 

Oyster, sea food, etc., monthly inspection tax is 
due on this date. 

Admission (amusement) tax and report is due be- 
tween the Ist and 10th of each month. 

First Monday in August 

The board of supervisors of each county meet to 
hear objections to the assessment on this date. 

August 5 

Wholesale oyster and sea food dealers file monthly 

report on this date. 

August 10—— 
“very dealer in motor vehicles required to file a 
—s report with the tax collector on this 
date. 

Admission (amusement) tax and report is due be- 
tween the Ist and 10th of each month. 

Motor vehicle monthly mileage tax reports are due 
on or before this date. 

August 15 

Retail dealers in gasoline file monthly report on 
this date. 

— gross sales tax and report due on this 

ate. 

Distributors and wholesale dealers of gasoline file 
monthly report and pay monthly tax on this date. 

Common carriers must file monthly report, on this 
date, of gasoline and oil delivered by them. 

After August 15, the tax collector advertises for 
sale all lands in his county, on which the taxes 
have not been paid, said sale to be held on the 
third Monday of September. 














MISSOURI 





August 1 
Unpaid annual franchise taxes subject to 25 per 
cent penalty. 
| Dairy products license fee due. 
Corporations which register on this date or within 
30 days thereafter pay a $10 registration fee. 








August 15 — 
Gasoline: Statement of distributors and dealers 
due. 
August 25 
Gasoline: Tax due. 


Distributor’s and dealer’s report of gasoline re- 
ceived due. 
Transporter’s statement due. 
August 31 
Soft drink report due. 
Manufacturers, wholesalers and dealers tax due. 





MONTANA 





August 1 

Taxidermists’ reports are due. 

Express companies pay gross receipts tax to State 
Board of Equalization between this date and 
September 30. 

First Monday in August 

State Board of Equalization ascertains entire gross 
receipts of express companies on or before this 
date annually. 

Gross receipts of express companies are valued for 
taxation by State Board of Equalization. 

First and Third Mondays in August 

State Board of Equalization determines rate of 
state tax between these dates annually. 

August 10 

Creameries, butter, cheese, or ice cream factories’ 
reports are due. 

Milk or cream buying stations, reports due. 

August 14—— 

Corporations seeking refund of corporation license 
(income) tax must bring action against State 
Board of Equalization on or before this date 
(i.e. within 60 days after payment). 

August 15—— 

| Railroads and common carriers file monthly report 
on or before this date with State Treasurer and 
| State Board of Equalization of gasoline delivered 














Last day to pay annual franchise tax. 


in state. 
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Dealers’ monthly gasoline tax and report due to 
; ne Board of Equalization on or before this 
date 

Alcoholic beverages, brewers’ and 
monthly report and excise tax due. 

August 20—— 

Oil producers’ 

tax due. 


Fourth Monday in August—— 

Owner of property may make written application 
to State Board of Equalization at any time after 
assessment of property by said Board and before 
this date for correction of assessment. Applies 
to railroads, telephone, telegraph, ditch, electric 
power, canal, flume, mining and oil companies. 

August 31 

Public warehousemen’s reports are due. 


wholesalers’ 





NEBRASKA 





August 1 
Second installment of real property taxes becomes 
delinquent on this date. 
Second installment of real property taxes for the 
City of Omaha becomes delinquent on this date. 


August 5 
Reports of public grain warehouses due. 
August 10 

Employment agencies’ reports due. 

Railroad monthly reports of passes due. 

A statement of all alcoholic beverages purchased 
during the preceding month must be filed on or 
before this date. 

Brewers, wholesalers and distributors must report 
all beverages sold during the preceding month, 
on or before this date. 

Second Monday in August 

Fiscal year for cities of first class commences on 

this date. 


Augen 15 


— and taxes of retail imitation butter dealers 














Gatfine dealers’ reports and taxes due. 

The tax per barrel on alcoholic beverages must be 
paid on or before this date. 

Gasoline carriers’ reports due. 


NEVADA 


August 1 
Petroleum products report and fees due. 
First Monday in August 
Fourth installment of property tax due. 
Corporation which has failed to file list 
forfeits right to do business. 
Second Monday in August—— 
Ex officio tax receiver to file list of tax delinquents 
with county auditor. 
August 15 
Gasoline tax reports and taxes due. 
Fourth Monday 
Last day on which county 
may sit. 
Nevada state tax commission 
board of equalization. 
Patented mines: Taxpayer may present affidavit of 
$100 labor done to state tax commission and have 
property stricken from rolls. 








of officers 








board of equalization 


to sit as a state 


NEW HAMPSHIRE 

August 1 

Gasoline distributor’s 

August 10 

Monthly report of agents of unlicensed fire insur- 
ance companies due. 





monthly tax due. 








Monthly report of manufacturers and wholesalers 
of beverages due. 
Monthly report of foreign manufacturers and 
wholesalers of beverages due. 
Monthly beverage report and fee of on-sale and 
off-sale permittees due. 
August 15 
Monthly report of gasoline distributors due. 
NEW JERSEY 
August 1—— 
On or before this date distributors pay gasoline 
tax. 


The third quarter installment of general property 
tax is due and delinquent. 

Electric light, heat and power, gas, pipe line, 
telegraph, telephone and water companies pay 
gross receipts tax at the same time as other 
taxes are due and payable in the particular tax- 
ing district. 

Street railway companies pay gross receipts tax 
at the same time as other taxes are payable in 
the particular taxing district. 

First Monday in August 

On or before the first Monday in August the State 
Tax Commissioner prepares a statement of the 
amount of the annual license fee due from each 
company subject thereto. 

After this date the State Tax Commissioner also 
is required to notify by mail each company of 
the amount of the annual license fee which it 
has been determined is due from it. 





additional license tax report and | 








THE TAX MAGAZINE 


Upon receipt of notification (as set forth above) | 
of the amount of the annual license fee, the 
same shall become due and payable and shall 
bear interest at the rate of 1 per cent per 
month from and after the expiration of 1 month 
from the receipt of notification of the amount 


due. 

Express, parlor and sleeping car companies are 
notified by the State Tax Commissioner of the 
amount of their gross receipts tax, whereupon 


the tax becomes due and payable, and if remain- 

ing unpaid more than 1 month thereafter, bears 
interest at the rate of 1 per cent per month 

August 5 ' 

Cold storage warehouses file report. 


August 10 
perators of interstate busses file monthly state- 
ment on or before this date. 

Operators of motor busses, within the limits of a 
“municipality,” file a statement and pay the 
gross receipts tax on or before this date. 

August 15 
n or before this date application may be filed 
with County Board of Taxation for review of 
property assessments. 

Manufacturers, distributors, transporters, 
warehousemen and importers ot 
erages reports due. 


August 31 

Distributors of motor vehicle fuel file monthly re- 

ports on or before this (last business day of 
month) date. 

Transporters of gasoline must, within 60 days after 
the close of each month, furnish a statement, 
to the State Tax Commissioner, of all deliveries 
to points in New Jersey. 














storers, 
alcoholic bev- 





NEW MEXICO 
August 10 
Oil and gas severance tax reports due. 
August 15 ! 
Gross income (occupational) taxes and reports due. 
August 20 
Pipe line license fees due. 
Motor carrier reports and taxes due. 
August 25—— _ ‘ 
Gasoline distributors’, retail dealers’ taxes and re- 
ports due, taxes and reports on gasoline pur- 
chased from unlicensed distributors and dealers 
due, carriers’ reports due. 














NEW YORK 
August 1 
Additional reports of transportation and _trans- 
— companies other than electric railways 
due 
Additional report of electric railways due on or 
before this date. 
Property taxes in certain forest preserve counties 
due. 
Milk Stations: 
Last day 
(Income) 
August 5 
Cold storage warehouse monthly report due. 
August 10—— 
Last day to pay third quarter of property taxes 
in Nassau County without penalty. 
Last day to file monthly report and pay tax under 
the New York City Public Utility Excise Tax. 
August 15 
Franchise tax on transportation and transmission 
corporations other than electric railways due on 
or before this date. 

Additional franchise tax on electric railways due 
and payable on or before this date each year. 
Third Tuesday in August 

Assessors meet to hear complaints. 

Last day for non-residents and _ certain corporations 
to make application for special hearing to review 
their real property assessments. 





Application due. 
to file New York City 


Occupation 
Tax return and pay tax. 














August 31 . ? 
Last day for non-residents and certain corpora- 
tions to have special hearings before town 


assessors to review their real property 
ments in towns (some exceptions). 


assess- 


NORTH CAROLINA 


August 1 
Two and one-half per cent 
property taxes expires. 
Public utility reports and taxes of electric. 

express, Pullman, street railway, 
water corporations due. 
August 10—— 
Monthly reports of packing houses due. 
Reports of office eal home equipment dealers due. 
Ice cream manufacturers’ reports due. 
Alcoholic beverage excise tax is due on or before 
the 10th day of each month 
August 15 
ross sales return and tax due on or 
date where sales are reported on a monthly basis. 
August 20—— 





discount period on 


gas, 
telegraph and 








asoline tax and report due . 





before this | 
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NORTH DAKOTA ugust ; 
August 1——- Fur de 
Oil inspection reports and fees due. Corpo 
Grain warehouse licenses expire. fore 
Annual report of corporate existence due during Last ‘ 
uly. 
Tractor fuel oil report and fee due. 
First Tuesday in August—— 
State Board of Equalization meets. ugust 
August 10-— Annu 
Oil inspection fees delinquent. ope 
Grain warehouse reports delinquent. on | 
Tractor fuel oil fees delinquent. On o 
August 15 pre 
asoline reports and taxes due. ann 
Interstate motor carriers mileage report and taxefAugust 
due Oil v 
August 20 this 
Surety liable on oil dealers’ bonds. Kecond 
August 31 Boare 
Cream station and dairy monthly re: orts due. roll 
Grain warehouse reports due. nm 











ish 

OHIO rey 

August 1 Gaso 
Last day for public utilities commission to cer mie 
tify to auditor the amount of assessment appor = 
tioned to each railroad and public utility fo — 
maintenance of public utility commission. pe 
Last day without penalty for cooling, electric light, sak 
gas, heating, messenger, natural gas, pipe line = 
signal, telegraph, telephone, union depot, wate: = 
transportation and waterworks corporations t - 
file excise tax report. August 
Tax commission may extend time not over 90 days} Mot 
First Monday in August Augus' 
Day on which hearing on assessment of sleeping Nur: 
car, freight line and equipment corporations _da 
closes. Nur: 


Tax Commission certifies to auditor the amount of 
the proportion of capital stock of equipment, 
freight line, and sleeping car corporations repre. 
sented by capital and property in the state. 


August 5 








Thi 
Last day for employment agencies to file monthly Augus 


report, 
Second Monday in August—— 
Date of finality of preliminary assessment certifi |Augus 
cates of 1933 and succeeding years certified to} A 


Rep 


di 














ss 
the county auditors. Liq 
August 10 Augus 
Lien on lands on delinquent list, with 8 per cent Cou 
interest, attaches. Bs 
Private motor carriers’ monthly report and emer Dis 
gency tax due. n 
Admissions tax reports and payments due. => 
August 15 r 
Monthly report of unregistered dealers in motor 


vehicle fuel due. 


August 20—— 
Last day without penalty for dealer to report salesfAugu 


or taxable use of motor vehicle fuel during pre-}| Nu 
ceding calendar month. -~ 
Barrel beer taxes payable monthly are due. a 





Augu 
Ga 





August 30 
Tax commission certifies to secretary of state, 
sleeping car, freight line, or equipment corpora 
tions that have for 90 days after May 31, with- 
out lawful extension of time, failed to file proper 
returns. Secretary of state to cancel articles of 
incorporation. Upon request of tax commission 
attorney general to institute quo warranto or : 
injunction proceedings. 
Transportation companies, including pipe lines re- 
port all deliveries of motor vehicle fuel in Ohio 
during preceding calendar month. 











Aug 

August 31 Ac 
Last day to file monthly fishing report. 

Gasoline tax for preceding calendar month due. rx 

| Aug 

OKLAHOMA Fi 


August 1 
Last day for foreign corporations to file annual Aug 
affidavit of capital stock. F 
Motor vehicles not bearing current license tag may 
be seized and sold. 
Gross production tax and report on oil and gas due. 
Excise tax on petroleum report and tax due. 
August 5 
Reports from mines (other than coal) due. 
August 10 
Report of manufacturers of non-intoxicating alco: 
holic beverages due. 
Report and tax of wholesalers of non-intoxicating 
alcoholic beverages due. 
August 15 
Gasoline tax and reports due. 
zas pipe line reports of daily meter readings due. 
| —- report and tax of motor vehicle carriers 
due. 


| August 20 





O 

















Monthly sales tax and report due, 
Reports from coal mines due, 








935 | July, 1935 


ugust 31 
Fur dealers’ reports due. | 
Corporation franchise taxes are payable on or be: | 
fore this date. 
Last day to file corporate franchise tax report. 





ue during 


OREGON 


August 1 

Annual franchise (license) report of non-profit co- 
operative associations due psn month of July, 
on or before the Ist day of August. 








On or before the first day of August every non- 
profit cooperative association shall pay the 
annual franchise (license) tax. 

and taxefAugust 10 





Oil well license tax and report due on or before 
this date to county treasurer. 


Second Monday in August : 
Board of equalization meets to examine assessment 





s due. 





roll. 

August 15 
ish poundage fee and report and meat dealers’ 
report due on or before this date. 

Gasoline tax and report due to Secretary of State 
ne We cee on or before this date. ‘ 
ent appor On_ or before July 15 each year the Corporation 
utility fo Commissioner shall file with the State Treasurer 
sag) a statement, showing the amount of annual fran- 


stric light, chise (license) fee due from the different cor- 





pipe lin porations. Annual franchise (license) fees are 

he Powis due on August 15. If not paid by this date 

se Ay a interest at rate of 6 per cent begins to accrue. 
August 20 

r 90 days} Motor carrier’s tax due on or before this date. 
August 31 





Nurseryman license expires on this date next after 
date of issue. ; fj ; 
Nurseryman (agents) license expires on this date. 


f sleeping 
rporations 


amount of 
quipment, 
ons repre- 
‘tate. 


PENNSYLVANIA 


August 1—— 
Public utilities reports due. 
Third quarter of second class city taxes delinquent. 
ugust 10 
Reports from liquor importers and brewers and 
distributors due. 
nt certifi |August 15 
ertified to} Assessment completed in first class cities. 
Liquor manufacturers’ report and tax due. 
August 30 
County intertriennial assessment 
Fourth Class Counties. 
Discount on county taxes terminates 90 days after 
notice of issue of tax duplicate. 
August 31 
Gasoline distributors’ 
riers’ reports due. 


e monthilyjaq 











s per cent completed in 












and emer- 





1e, 
reports and taxes and car- 
in motor 


RHODE ISLAND 





port salesfAugust 1 : ? 
uring pre-| Nursery stock agent’s license expires. 
August 10 














lue. Gasoline distributor’s monthly tax due. 
August 15 
of state, Gasoline distributor’s monthly report due. 
t corpora 
a with- SOUTH CAROLINA 
y ) 
articles, of August 1—— : 
eacizscion Property returns of corn, cotton, wheat, oats, rice, 
ate oe peas and long forage made on January Ist, shall 
afieis be the amounts actually on hand on August Ist 
i immediately preceding the date of said return. 
. eee Se. This applies only to products actually in hands 
1 in Ohio of producer. 
August 1-10 
Admissions to amusements return and stamp tax 
due between these dates. 
ith due. Power tax and report of public utilities due be- 
tween these dates. 
August 4 
Fisheries monthly stamp report due not later than 
this date. 


jpAugust 5 
~ s Fishing license tax report is due within 5 days of 
the end of each calendar month. 
Oyster or clam shuckers stamp report 
mailed on or before the 5th day 
ceeding month. 





e tag may 
must be 


d gas due of each suc- 


due. 
1e. 
ting alco: 


itoxicating 


dings due. 
le carriers 


STATE TAX CALENDAR 


Sturgeon, caviar or shad dealers file a report within 
5 days of the end of each month. 
Tobacco warehousemen required to file statement 
on or before the 5th day of each month. 
August 20—— 
Gasoline tax and report of dealers, distributors, 
importers and storers due on or before this date. 


August 31 ; 
Annual schedule and report of railroads must be 





filed in office of Railroad Commissioners on or 


before this date. — : ; 
Corporate charter is annulled if franchise tax re- 
ports are not filed on or before this date. 


SOUTH DAKOTA 





August 1 
Chain store tax license due on or before this date. 
Distress warrants issue for delinquent personal 

property taxes. 
Warehouse reports due. 
Fublic and storage warehouse licenses renewable. 

First Monday in August 
State Board of Equalization meets. 

August 10 

Employment agency reports due. 


August 15 
Inspector of petroleum products may 
port. 
Gasoline reports and taxes due. 
Where gross income tax exceeds $10 per month: 
Tax, tax report and estimate due. 
Gross ‘income tax on bulk sales, and reports, due. 
Fourth Monday in August 
Final equalization of property of light, power, 
heating, water and gas companies, private car 
lines,- railroads, sleeping car companies, tele- 
graph companies. 
August 31 
Gross income tax on bulk sales, and report, due. 











require re- 








TENNESSEE 
First Monday in August 





be completed by Railroad and Public Utilities 
Commission on or before this date. Within 10 
days from the first Monday in August, the owner 
of any property assessed may appear and file 
exceptions. At expiration of 10 days Commis- 
sion meets to change or affirm valuation. 
Second Monday in August 
The State Board of Equalization meets at the of- 
fice of the Commissioner of Finance and Taxa- 
tion, annually on this date in Nashville. Said 
board selects time and places for other meetings 
of board in other divisions of State. 





TEXAS 


August 1 
Cigarette tax: Wholesale dealer’s 
shipments due. 

Report of emigrant agents due. 
August 15 
Cigarette tax: 

shipments due. 
August 20 
Gasoline taxes and reports due. 
August 25 
Monthly report and tax of cement distributors due. 
Oil production reports and taxes due. 
August 30 
Oil production report: 
age due. 
Oil carriers’ report due. 





report of drop 





Wholesale dealer’s report of drop 











Oil withdrawn from stor- 


UTAH 


August 5—— 

Monthly report of cold storage warehouses due. 

August 10- 
Monthly report and tax of dealers in alcoholic bev: 

erages due. 
Carrier’s report of motor fuel deliveries due. 
Motor carriers’ special tax report due. 

August 15 
Monthly gasoline tax and report due. 
Sales tax and return due. 

| August 20 














Monthly fees of motor carriers due. 





| August 1-Nov. 15 


August 1 


Aug. 1-Aug. 10 


August 1 


Property tax assessments of public utilities must 


| August 10 


| August 30 
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VERMONT 





Motor vehicle registration: A person registering 
a vehicle between these dates is entitled to reg- 
ister at one-half the annual fee. 


VIRGINIA 





Returns of capital by merchants may be made as 
of January 1 and August 1 next preceding. 

Date of delivery of personal property book from 
commissioner of the revenue to treasurer of 
county. 





Oyster purchaser’s inspection fee due. es 
Reports by vendors of medicine, salve, liniments, 
etc. due. 


August 10 
Tobacco warehouse report due. 
Beer excise tax and report of beer sold during 
previous month due on or before this date. 
Beverages of not more than 3.2 per cent alcoholic 
content excise tax and report of beverages sold 
during previous month due on or before this 
date. 
August 20 
Gasoline statement and tax due. 
August 31 
Nursery stock certificates of registration expire. 











WASHINGTON 





Warehouse reports of financial condition to Direc- 
tor of Agriculture due. 

August 15 
Butter substitutes reports and taxes due. 
Gasoline reports and taxes due. 

Gross income (occupation) tax and return due. 





WEST VIRGINIA 


| | August 1—— 


First day for auditor to publish list of delinquent 
corporations. 

Surtaxes on occupational and privilege taxes due. 
On August 1, 1934 the surtax levied retroactively 
for the fourth period of the fiscal year is due. 
August 10 

Petroleum dealers’ reports due. 
Brewers’ and beer distributors’ monthly report and 
excise tax due. 





August 15-—— 
Last day for auditor to publish list of delinquent 
corporations. 
Retail sales tax and return due. 
August 30 





Gasoline tax and reports due. 


WISCONSIN 


First Monday in August 
Real and personal property 
completed before this date. 
August 1 
Second installment of income tax due, unless tax- 
payer is on fiscal year other than calendar year. 
August 5 
Monthly report of cold storage warehouses due. 





assessments must be 











Alcoholic beverages monthly reports due. 
August 15——— 
= of gross earnings of freight tine railroads 





wenn 20 
Gasoline dealers must file monthly report and pay 
tax. 





Transportation company gasoline tax reports due, 


WYOMING 


| August 10—— 





Alcoholic beverage tax and monthly report due. 
Monthly gasoline report due from carriers and tax 
due. 
| August 15 
Monthly gasoline tax and report due. 
Sales tax return and tax due. 
| August 20 
Motor carrier compensatory tax and report due. 






























































Federal Tax Legislation Developments 


HE Administration’s Federal tax objectives 

_ which heretofore have been somewhat obscure 
were made known with dramatic abruptness on 
June 19 when, following a short interval of tran- 
quillity in the belief that the only tax legislation on 
schedule for this session of Congress was extension 
of excise taxes which under present law would either 
terminate or be reduced on July 30 or July 31 and 
continuation of the 3-cent postal rate on non-local 
first class mail, the President in a message? to Con- 
gress made a new declaration of Federal tax policy, 
which urges Congress at the present session to make 
the following revenue law changes. 

1. Impose, in addition to the present estate taxes, 
an inheritance, succession, and legacy tax “in respect 
to all very large amounts received by any one legatee 
or beneficiary”; and, to prevent evasion of this tax, 
increase gift taxes commensurately. 

2. For the purpose of restricting large personal 
incomes, increase the income tax rates on such in- 
comes. 

3. Tax corporate incomes at graduated rates, to 
vary according to the size of income from a minimum 
of 1034 per cent to a maximum of 1634 per cent in- 
stead of the present uniform corporation income tax 
of 1334 per cent. 


For consideration in anticipation of legislation at 
the next session of Congress, perhaps, several specific 
recommendations were made: 

1. Through taxation, the simplification of cor- 
porate structures by elimination of unnecessary hold- 
ing companies in all lines of business. 

2. Discouragement of unwieldy and unnecessary 
corporate surpluses by means of appropriate tax 
legislation. 

3. Submission and ratification of a constitutional 
amendment whereby the Federal Government will 
be permitted to tax the income on subsequently is- 
sued state and local securities and likewise for the 

taxation by state and local governments of future 
issues of Federal securities. 


In closing, the President commended the action 
being taken to extend the miscellaneous internal 
revenue taxes which are about to expire and to main- 
tain the current rates of those taxes which, under 
present law, would be reduced. A resolution (H. J. R. 
324) to that effect which had been passed by the 


House on June 17 was in the Senate at the time of 


the President’s message. 


' Full text of the message is on page 407. 


The resolution as passed by the House extends for 
two years excise taxes which on June 30 and July 31 
would either terminate or be reduced and extends for 
the same period, subject to reduction to 2 cents by 
presidential proclamation, the 3-cent postage rate 
for first-class non-local mail. 

The annual loss of revenue, if existing rates were 
not continued, is estimated at $501,999,000, and of 
this amount $75,000,000 would result from failure 
to continue present postal rates. 

Taxes which would terminate on June 30, 1935 
under existing law are: 


Section of 


Revenue 
Act of 

Tax on— 1932 Rate 
Laibeseating off ............. 601(c)(1) 4¢ gal. 
Brewers wort, etc........ 601(c) (2) 15¢ gal. 
Grape concentrate ......... 601(c) (3) 20¢ gal. 
Imported petroleum, etc..... 601(c)(4) . 
Imported COa@l ..........5505 601(c)(5) 10¢ per 100 Ibs. 
Imported lumber ......... 601(c)(6) $3 per 1,000 ft. 
Imported copper ........... 601(c)(7) ¥ 
Toilet preparations ......... 603 5 and 10% 
| AS eta ed re ee 604 10% 
i i iat 4. ad ia ors 605 10% 
Radios and phonographs.... 607 , 5% 
Mechanical refrigerators .... 608 5% 
Sporting goods ............. 609 10% 
Piveanms, €tc. .... -...-.. ees 610 10% 
OUNOERS, OCC. oc. ok ccanenes 611 10% 
Nd oa a oe wracalaeiai 612 ? 
Chewitle gum ........5..04. 614 2% 
Blectrical enerey ........... 616 3% 
MN eh BAG 617 l¢a gal. 
Telephone and telegraph mes- 

AS iia nanca cin ocns\ 701 . 
Stamp tax on transfer of bonds 724 4¢ per $100 
Stamp tax on deeds of convey- 

RR ee a ee 725 50¢ per $500 
Oil by pipe acs. ks iter 731 4% 


The following taxes would be subject to repeal on 
July 31, 1935, under existing law: 


Section of 


Revenue 
Act of 

Tax on— 1932 Rate 
RMN Behl sted tin iilAncks dna hows 602 2%4¢ per lb. 
cere tg ae, ee amen eee 602 4¢ per lb. 
PUR CEMCRS 6. escuen cs a 606 2% 
o_o 606 3% 
Auto accessories ........... 606 2% 

1 Crude petroleum, %2¢ per gal.; fuel oil, %¢ per gal.; gasoline or 


other motor fuel, 
1¢ per Ib. 


234 of 1¢ to 4¢ per Ib. 


21%4¢ per gal.; lubricating oil, 4¢ per gal.; paraffin, 


3 Paper matches, %4¢ per 1,000; fancy wooden, 5¢ per 1,000; other 
wooden, 2¢ per 1,000. 
4Telephone, 10¢ to 20¢; telegraph, 5%; cable and radio, 10¢; leased 


wire, 5%. 
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The following taxes would be subject to.a 50 per 
cent or more reduction on June 30, 1935, under exist- 
ing law: 

Section of 


Revenue 
Act of 
Tax on— 1932 Rate 

Stamp tax on issues of bonds .. 721 10¢ per $100 
Stamp tax on issues of stock .. 722 Z 
Stamp tax on stock transfers .. des ’ 
Produce futures ........5..+. 726 3¢ per $100 
NGPISSIONS: . joss koe ens oss 711 10% to 50% * 


On June 26 the Senate passed House Resolution 
324 with no other amendment than that of making 
the excise tax extension for one year, instead of two 
as passed by the House. Concurrence by the House 
in the Senate amendment seemed probable. Con- 
trary to the procedure which was first contemplated, 
that of initiating in the Senate tax revision to con- 
form with President Roosevelt’s recommendations, 
by amendment of House Resolution 324, the pro- 
posed new tax legislation will originate in the House. 
Apparently plans are to keep Congress in session 
until a tax revision law has been enacted. 

At this writing, the Social Security bill was in 
conference for reconciliation of differences in the bill 
as passed by the House and by the Senate, none of 
which involve the taxes imposed by the bill. In brief, 
the new levies under the bill are: 

1. An income tax on most wage-earners, to be 
collected by the employer, effective January 1, 1937, 
which begins at a rate of 1 per cent of wages for 
three calendar years 1937-1939 and increases % per 
cent every 3 years to a maximum of 3 per cent for 
the calendar year 1949 and subsequent calendar years. 

2. An excise tax on employers measured by 
wages paid to employees, beginning with a rate of 
1 per cent for the three calendar years 1937-1939, 
and increasing '% per cent every 3 years to a maxi- 
mum of 3 per cent for the calendar year 1949 and 
subsequent calendar years. Like the tax on em- 
ployees it does not apply to all wages or employ- 
ments but only to those defined in Section 811, which 
exempts as a base for the tax wages paid to domestic 
servants, agricultural laborers, and casual labor not 
in the course of the employer’s trade or business. 

|The above taxes are levied to provide funds for old age 
benefits. | 

3. To provide funds for grants to states for un- 
employment compensation administration, an excise 
tax is imposed on employers having four * 
employees on each of some thirteen ® days during 
the taxable year. The tax is measured by total wages 
payable with respect to employment as defined in 
Section 907. For the calendar year 1936 thé rate is 
1 per cent ; for 1937 it is 2 per cent, and for succeeding 
calendar years the rate is 3 per cent. A credit against 
the tax is allowed for contributions which the tax- 
payer may make to an unemployment fund under a 
state law, but the no credit is allowed greater than 
90 per cent “of the tax against which it is credited.” 


or more 





> Par value, 10¢ per $100; no par, 2¢ on each $20 actual value or 
fraction thereof of the certificate (or share if no certificates) if actual 
value is less than $100 per share; if more, 10¢ on each $100 actual value 
or fraction thereof of the certificate (or share if no certificates). 

° Par value, 4¢ per $100 or fraction; no par, 4¢ per share. If selling 
price of par or no par is $20 or more per share, 4¢ rate changes to 5¢. 

7 Under present law, the rates would remain the same after June 30, 
1935, but the exemption would be increased to $3 instead of 41¢. 

8 Tn the House bill this number is ten. 

®In the House bill the number of days is twenty. 
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As is elsewhere related in detail, a bill passed by 
Congress to except certain refund claims filed by 
building and loan companies from operation of the 
statute of limitations met with a presidential veto. 


Following are summaries of tax bills introduced or 
advanced during the past month: 


Banks: Abatement and Refund of Federal Taxes on In- 
solvent Banks.—H. R. 8075 (Rep. Dorsey of Penn.) pro- 
vides for abatement or refund of Federal taxes on insolvent 
banks if taxes on such a bank diminish the assets neces- 
sary for full payment of all depositors. In the case of any 
bank which, after October 29, 1929, has ceased to do busi- 
ness by reason of insolvency or bankruptcy, all income 
taxes collected from such bank within two years prior to 
insolvency would be remitted upon certification by the 
duly qualified receiver that the assets of such bank are 
insufficient for the full payment of all its depositors.— 
Referred to the Ways and Means Committee May 15, 1935, 
and had not on June 15 been reported out. 


Bituminous Coal Tax.—S. 2481 (Sen. Neeley of West 
Virginia and Sen. Guffey of Pennsylvania) is a bill to stab- 
ilize the coal industry, in amendment of S. 2481. Provi- 
sion is made for a tax of 25 per cent of the sale price or 
fair market value of coal at the mine to be paid by the 
producers of coal."—Ordered “to lie on the table and be 
printed” June 4, 1935. 

Brewers Wort Tax.—H. R. 8160 (Rep. Dirksen of Illi- 
nois) would amend Section 601(c)(2) by the addition of 
the word “distilled spirits” after “cereal beverages.” The 
effect of the change would be to make distillers of spirits 
exempt from the tax of 15 cents a gallon on brewer’s wort. 
—Referred to the Ways and Means Committee, May 21, 1935. 


Circuses; Exemption from Admissions Tax.—H. R. 8348 
(Rep. Truax of Ohio) would amend Section 500(b) of the 
Revenue Act of 1926 so as to exempt from the admissions 
tax the price of admission to “that class of educational 
and recreational amusement known as the ‘circus’.”—Re- 
ferred to the Ways and Means Committee, June 4, 1935. 


Compensating Taxes Under the AAA: Refunds When 
Such Taxes Are Suspended Under Certificate Authorized 
by Section 15(a) of AAA.—H. R. 7983 (Rep. Bacon of New 
York) provides for amendment of Section 15(a) if the Agri- 
cultural Adjustment Act, as amended, relating to Exemp- 
tions and Compensating Taxes by the following addition to 
the subsection: 

During the period in which any certificate under this section is effec- 
tive, the provisions of subsection (e) of this section shall be suspended 
with respect to all imported articles of the kind described in such cer- 
tificate; and any compensating taxes, which have heretofore, during the 
period in which any certificate under this section has been effective, 
become due and payable upon imported articles of the kind described 
in such certificate, shall be refunded by the Secretary of the Treasury 
if the same have been -_—- or, if the same have not been paid, the 
amount shall be abated. The Secretary of the Treasury shall refund 
any processing tax paid on or before June 12, 1934, with respect to such 
amount of cotton as was used in the manufacture of large cotton bags 
(as defined in the certificate of the Secretary of Agriculture, dated June 
12, 1934) between June 13 and July 7, 1934, both inclusive. 

The above bill was referred to the Ways and Means Com- 


mittee on May 9, 1935, and on June 15 had not been reported 
out. 


Constitutional Amendment Extending Taxing Powers of 
Congress and for Other Purposes.—H. J. Res. 323 (Rep. 
Wood of Missouri) proposes an amendment to the — 
tion of the United States to give Congress power by laws 
uniform in their operation: (1) to regulate commerce, busi- 
ness, industry finance, banking, insurance, manufacturers, 
transportation, agriculture, and the production of natural 
resources, including regulation of hours, wages and con- 
ditions of labor, production, and commodity prices, throughout 
the several states, territories and possessions of the United 
States, and in the event of a conflict between an Act of 
Congress and the Act of a State, the provisions of the Act 
of Congress shall be the Supreme law of the land; (2) 
to delegate its legislative power to the President or such 
agencies as he may select; (3) to levy any form of taxation, 
including taxation on instrumentalities of or agencies of 
the several states and the income therefrom without ap- 


#0 Any coal producer who, as prescribed in the Act, files acceptance 
of and complies with the code provided for in Section 4 of the Act 
would be entitled to a drawback of 99 per cent of the tax. 
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portionment among the several states; (4) to pass laws 
to enforce, extend, liquidate, adjust, reduce, discharge, or 
cancel liens, claims, demands, debts, judgments or obliga- 
tions and in proceedings instituted for any purpose, to 
determine all controversies that may arise therein, and to 
permit persons to reacquire assets in which they may have 
had or may have an interest by paying at such times and 
in such manner as may be prescribed by law, the reasonable 
market value of such assets or any part thereof, without 
regard to the amount of the lien thereon or the demands 
against the sum, and in the meantime upon reasonable 
terms, to enjoy the possession of such assets. It is further 
provided that a law passed by virtue of any cognate con- 
gressional power (not including a law passed by virtue of 
the sixth section of the amendment, which incorporates 
the provisions in the fourth category above) shall expire 
in three years from the first day of July next following 
the taking effect of such law.—Referred to the Committee 
on Judiciary, June 12, 1935. 

Excise Tax.—H. R. 8352 (Rep. Shanley of Connecticut) 
would levy an excise tax of $1 per annum on every person, 
firm, corporation, or other form of business enterprise 
engaged in or whose business directly affects commerce 
among the states or with foreign nations.—Referred to the 
Il’ays and Means Committee, June 4, 1935. 


Exemption from the Federal Income Tax.—S. 2762 (Sen. 
Pittman of Nevada) provides for exemption from taxation, 
under certain conditions, on the basis of reciprocity official 
compensation of a consular officer, nondiplomatic represen- 
tative, or employee of a foreign country.—Reported by the 
Committee on ForeignsRelation to the Senate, May 20, 1935. 


Gift Tax: Increase in Rates.—H. R. 8403 (Rep. McFar- 
lane) provides, in harmony with H. R. 8402 to increase the 
Federal estate tax rates, for an increase in gift tax rates. 
The tax schedule starts at 2 per cent on net gifts in excess 
of $10,000, with graduations to a maximum of 991% per cent 
on net gifts in excess of $20,000,000. 


Postage Rate on First Class Mail.—H. R. 8350 (Rep. 
Whelchel of Georgia) provides for restoration of the 2 cent 
postage rate on first-class mail.—Referred to the IV’ays and 
Means Committee, June 4, 1935. 


Processing Taxes.—H. R. 8052 (Rep. Jones of Texas) is a 
proposed amendment of the Agricultural Adjustment Act 
which apparently has been substituted for H. R. 7713, intro- 
duced also by Representative Jones of Texas, the tax fea- 
tures of which were summarized in the June issue of THE 
Tax Macazine, p. 360. The tax features of H. R. 8052 as 
originally introduced and reported to the House are the 
same as in H. R. 7713. However, following the Supreme 
Court decision holding the NRA unconstitutional, H. R. 
8052 was sent back to the Ways and Means Committee, 
and on June 5 the Committee drafted a substitute bill, the 
processing tax provisions of which read as follows: 

Sec. 12.—Subsection (b) of Section 9 of the Agricultural Adjustment 
Act, as amended, is amended to read as follows: } 

(b)(1) The processing tax shall be at such rate as equals. the differ- 
ence between the current average farm price for the commodity and the 
fair exchange value of the commodity, plus such percentage of such 
difference, not to exceed 20 per centum, as the Secretary of Agriculture 
may determine will result in the collection, in any marketing year with 
respect to which such rate of tax may be in effect pursuant to the 
provisions of this title, of an amount of tax equal to (A) the amount of 
credits or refunds which he estimates will be allowed or made during 
such period pursuant to section 15(c) with respect to the commodity 
and (B) the amount of tax which he estimates would have been col- 
lected during such period upon all processings of such commodity which 
are exempt from tax by reason of the fact that such processings are 
done by or for a State, or a political subdivision or an institution 
thereof, had such processings been subject to tax: except that if, 
prior to the time the tax takes effect, or at any time thereafter, the 
Secretary has reason to believe that the tax at such rate, or at the then 
existing rate, on the processing of the commodity generally, or for any 
designated use or uses, or in the production of any designated product 
or products thereof for any designated use or uses, will cause or is 
causing such reduction in the quantity of the commodity or products 
thereof domestically consumed as to result in the accumulation of surplus 
stocks of the commodity or products thereof or in the depression of the 
farm price of the commodity, then the Secretary shall cause an appro- 
priate investigation to be made, and afford due notice and opportunity 
for hearing to interested parties, and if thereupon the Secretary finds 
that any such result will occur or is occurring, then the processing tax 


on the processing of the commodity generally, or for any designated. 


use or uses, or in the production of any designated product or products 
thereof for any designated use or uses, shall be at such rate or rates 
as he finds will prevent such accumulation of surplus stocks and depres- 
sion of the farm price of the commodity. 

(2) In the case of wheat, cotton, field corn, hogs, peanuts, sugarcane 
and sugar beets, tobacco, paper, and jute, the tax on the first domestic 
processing of the commodity generally, or for any particular use, or as 





July, 1935 


to any designated product for any designated use, shall be levied, 
assessed and collected at the rate prescribed by the regulations of the 
Secretary of Agriculture in effect on June 1, 1935, during the period 
from the date of the adoption of this amendment to December 31, 1936, 
both dates inclusive. 


(3) For the period from April 1, 1935, to July 31, 1936, both inclu- 
sive, the processing tax with respect to rice shall be at the rate of 1 
cent per pound of rough rice. 

(4) In accordance with the formulae and standards prescribed in 
this title, (A) any rate of tax prescribed in paragraphs (2) and (3) 
of this subsection may be decreased, (including a decrease to zero) to 
prevent an accumulation of surplus stocks of the commodity or the 
products thereof or depression in the farm price of the commodity, or 
may be increased, and (B) at the end of said period, a rate of tax shall 
be determined by the Secretary of Agriculture and shall thereafter be 
effective. If the provisions of this paragraph are finally declared uncon- 
stitutional, or any action thereunder, or the applicability thereof to any 
person, circumstance or commodity, is held invalid, the rates of tax 


prescribed in paragraphs (2) and (3) of this subsection shall remain in 
full force and effect. 


(5) In the case of rice, the weight to which the rate of tax shall 
be applied shall be the weight of rough rice when delivered to a 
processor, except that where the producer processes his own rice, the 
weight to which the rate of tax shall be applied shall be the weight 
of rough rice when delivered to the place of processing. 

(6) In the case of sugar beets or sugarcane the rate of tax shall be 
applied to the direct-consumption sugar, resulting from the first domestic 
processing, translated into terms of pounds of raw value according to 
regulations to be issued by the Secretary of Agriculture, and the rate 
of tax to be so applied shall be the higher of the two following quo- 
tients: The difference between the current average farm price and the 
fair exchange value (A) of a ton of sugar beets and (B) of a ton of 
sugarcane, divided in the case of each commodity by the average extrac- 
tion therefrom of sugar in terms of pounds of raw value (which aver- 
age extraction shall be determined from available statistics of the 
Department of Agriculture) ; except that such rate shall not exceed the 
amount of the reduction by the President on a pound of sugar raw 
value of the rate of duty in effect on January 1, 1934 under paragraph 
501 of the Tariff Act of 1930, as adjusted to the treaty of commercial 
pang | concluded between the United States and the Republic of 

e 


Cuba on cember 11, 1902, and/or the provisions of the Act of Decem- 
ber 17, 1903, chapter 1. 


(7) In computing the current average farm price in the case of wheat, 


premiums paid producers for protein content shall not be taken into 
account. 


Redemption of Liquor Stamps.—H. R. 8001 (Rep. Dough- 
ton of No. Car.), a bill “to insure the collection of the 
revenue on intoxicating liquor, to provide for the more 
efficient and economical administration and enforcement 
of the laws relating to the taxation of intoxicating liquor, 
and for other purposes,” includes a provision amending 
Section 203 of the Liquor Taxing Act of 1934, approved 
January 11, 1934 (48 Stat. 313) by adding a new paragraph 
which authorizes the Secretary of the Treasury, under such 
regulations as he may prescribe, to redeem any stamps 
issued under the Act, and authorizes annual appropriations 
of sufficient amount to carry out the provision—Referred 
to the Ways and Means Committee, May 10, 1935. 

Surtax Increases.—H. B. 8401 (Rep. McFarlane of Texas) 
provides for a radical amendment of Section 12(b) of the 
Revenue Act of 1934 relating to rates of surtax. The 
schedule of rates begins with a rate of 1 per cent on surtax 
net income in excess of $2,000 and not in excess of $3,000 
and is steeply graduated to a maximum of 9914 per cent 
on surtax net incomes in excess of $100,000.—Referred to 
the Committee on Ways and Means, June 7, 1935. 

Tax Exemption on Gifts to National Park Service.— 
H. R. 6734 (no published sponsor) would create a National 
Park Trust Fund Board to accept, receive, hold, and admin- 
ister such gifts or bequests of personal property for the 
benefit of the National Park Service as may be approved 
by the Board and provides that such gifts or bequests and 
the income therefrom shall be exempt from all Federal 
taxes.—Passed by the House June 3, 1935, and in the Senate 


was referred to the Committee on Public Lands and Surveys 
on June 4. 


Building and Loan Association Tax Refund Bill 
Vetoed by President Roosevelt 


BILL (S. 279) which would have exempted cer- 
tain refund claims filed by building and loan 
associations from operation of the statute of limi- 
tations was vetoed by President Roosevelt on June 14. 
In his veto message to the Senate President Roose- 

velt said: 
I return herewith, without my approval, S. 279, an Act 


to extend the time for the refunding of certain taxes erro- 
neously collected from certain building and loan associations. 
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This bill authorizes the filing of claims for the refund of 
taxes which were, under the principle laid down by the 
United States Supreme Court in United States v. Cambridge 
Building & Loan Co., 278 U. S. 55, erroneously assessed and 
collected, regardless of the fact that claims for refund 
thereof were not filed within the prescribed statutory period 
for filing such claims. 


Congress has determined that it is sound policy to in- 
clude in all the revenue acts, statutes of limitations, by the 
operation of which, after a certain period of time, it be- 
comes impossible for the Government to collect additional 
taxes or for the taxpayer to obtain a refund of an overpay- 
ment of taxes. This bill selects a small class of taxpayers 
for special treatment by excepting them from this policy. 
The whole body of Federal taxpayers is thus discriminated 
against, and a precedent is established, opening the door 
to relief in all cases in which the statute operates to the 
prejudice of a particular taxpayer, while leaving the door 
closed to the Government in those cases in which the stat- 
ute operates to the disadvantage of the Government. 


I know of no circumstances which would justify the ex- 
ception made by S. 279 to the long continued policy of 
Congress, and do not believe that the field of special legis- 
lation should be opened to relieve special classes of tax- 
payers from the consequences of their failure to file claims 
within the period fixed by law. 

Had the bill been approved it would have affected 
approximately 30 building and loan associations 
located in California, Delaware, Idaho, Indiana, 
Kansas, New York, Ohio, Pennsylvania, Utah and 
Virginia, and the aggregate refunds would not have 
exceeded $80,000, according to the report of the Com- 
mittee on Claims of the House of Representatives. 


The statute exempts from income tax, domestic 
building and loan associations substantially all the 
business of which is confined to making loans to 
members. Before the Supreme Court decision in the 
Cambridge Loan & Building Company case, the Com- 
missioner had denied exemption to many building 
and loan associations which received deposits from 
nonmembers, and paid interest on such deposits, or 
which, foliowing the requirements of the Acts of 
1921 and later Acts that loans be made only to mem- 
bers, required the borrower to subscribe to from one 
to five shares only, regardless of the amount of the 
loans. The Commissioner ruled that such transac- 
tions changed the association into a mere money- 
making institution like an ordinary bank. The 
Supreme Court held, however, that so long as sub- 
stantially all its loans were made to members (for 
1921 and succeeding years) and so long as the asso- 
ciation operated as a building and loan association 
in accordance with the state laws, it was exempt as 
a building and loan association except in a possible 
rare case where there was a gross misuse of the 
name. 


The Cambridge Loan & Building Co. case involved 
also the 1918 Act. That Act did not require that the 
business be done with members as a prerequisite to 
exemption. Therefore, the effect of the Supreme 
Court decision is that all associations which qualify 
under the laws of their states as building and loan 
associations were exempt under the 1918 Act and all 
such associations were also exempt under later Acts 
if substantially all their loans were made to members. 
This decision in 1928 came too late for some building 
and loan associations to receive refunds due to the 
running of the statutory limitation period, and such 
refunds would have been made legal under the bill 
which was vetoed. 
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Tax Exemption Extended to Bonds Issued by 
Consolidated Federal Home Loan Banks 


Y Section 8 of Public Act No. 76, 74th Congress, 

approved May 28, 1935, the first sentence of Sec- 
tion 13 of the Federal Home Loan Bank Act, as amend- 
ed, is amended to include consolidated Federal Home 
Loan Bank bonds in issues which shall be exempt 
both as to principal and interest from all taxation 
(except surtaxes, estate, inheritance and gift taxes) 
now or hereafter imposed by the United States, by 
any territory, dependency or possession thereof, or 
by any state, county, municipality, or local taxing 
authority. 

Prior to the latest amendment, Section 13 of the 
Federal Home Loan Bank Act provided for tax 
exemption, to the extent above stated, of “any and 
all notes, debentures, bonds, and other such obliga- 
tions issued by any bank” under the provisions of 
the Act. 


Molasses from Surplus Sugarcane Exempted 
from Processing Tax 


OLASSES and sirup made from sugarcane that 

is surplus under sugarcane adjustment con- 

tracts are exempted from payment of the processing 

tax, if these products are used for livestock feedstuffs 

or for distillation, by new regulations of the Secretary 

of Agriculture, Sugar Regulations, Series 1, No. 2, 
approved June 3, 1935. 

The exemption applies mainly to Puerto Rico and 
to the Philippines. In both areas, administrative 
rulings on the production adjustment contracts pro- 
vide that sugarcane in excess of that needed to pro- 
duce the sugar quotas for the area may be ground 
into molasses or sirup for shipment to the United 
States to be used for livestock feedstuffs or distilla- 
tion purposes. 


Postmaster General Reports Continuation of 
Postal Service on Profitable Basis 


N an address at the recent dedication of the new 

United States Post Office at Philadelphia, Post- 
master General Farley stated that the postal service 
continues on a paying basis. 

Referring to criticism that in deriving a surplus 
account had not been taken of such expenditures as 
air mail subsidies and ship subsidies, he admitted 
that was true, but replied that neither did the re- 
ported deficits in prior years take into account these 
items, which he declared really have nothing to do 
with the post office beyond the fact that it is made 
the disbursing agent of the government of large 
amounts ordered by Congress to build up aviation 
and the merchant marine. 

Postal receipts during April showed the largest 
increase of any since April, 1930, the gain over April, 
1934, being $7,000,000 or 15 per cent. Receipts for 
May were similarly favorable. 

Missouri 1 Per Cent Sales Tax Expected to Yield 
Upwards of $11,000,000 Annually 


HE 1 per cent retail sales tax which becomes 
effective in the State of Missouri on August 27 
is expected to yield at least $11,000,000 annually. 
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The tax was imposed by the Emergency Act of 1935 
(H. B. No. 198, approved June 5, 1935). The new 
law repeals the occupation (sales) tax of % of 1 per 
cent of gross receipts from the sale of tangible per- 
sonal property at retail and from the sale of specified 
services, applicable under an act of the 57th General 
Assembly in Extra Session, 1933-34, approved Jan- 
uary 15, 1934 (Laws of Missouri, Extra Session, 
1933-34, p. 155-156). 


The 1 per cent tax, which is made effective until 
January 1, 1938, will apply on the retail sale of tangi- 
ble personal property; the sale of admission tickets 
to any place of amusement, entertainment or recrea- 
tion, games and athletic events; sales of electricity 
or electrical current, water and gas, to domestic, 
commercial or industrial consumers; sales of service 
(local and long distance) to telephone subscribers, 
sale, rental or leasing of all equipment or services 
pertaining or incidental to telephone serv icing ; trans- 
mission of messages by telephone companies ; news- 
paper, magazine, billboard, radio, and motion picture 
advertising; sales or services by commercial laun- 
dries, or for cleaning, pressing, or dyeing; charges 
for tickets, fares and services by every person operat- 
ing a railroad, sleeping car, dining car, express car, 
and such buses and trucks licensed by the Public 
Service Commission of Missouri, engaged in the 
transportation of persons or freight for hire; sales or 
charges for rooms, meals and drinks furnished in any 
hotel, tavern, inn, restaurant, eating house, drug 
store, dining car, tourist cabin, tourist camp or any 
other place in which rooms, meals or drinks are regu- 
larly served to the public. 

The tax is by statute expressly a tax on the con- 
sumer, it being made unlawful and subject to penalty 
for any person to advertise or state to the public or 
to any customer, directly or indirectly, that the tax 
or any part of it will be assumed or absorbed by the 
person making the sale or rendering the service on 
which the tax is imposed and that the tax will not 
be added to the selling price of the property sold or 
service rendered. Provision is made for the issuance 
of stamps, coupons, tokens and other evidences of 
tax payments to enable purchasers and recipients 
of tax sales and services to pay the tax when it 
amounts to fractional parts of one cent. 

The revenue from the tax will be applied in vary- 
ing proportions to work relief, old age pensions, and 
to partial support of the insane poor in state hospitals. 








Another Government Sinecure 


An Internal Revenue Agent in replying to a question re- 
cently propounded by the Civil Service Committee on the 
House made the following clear statement as to the duties 
called for: 

“Investigating accuracy of reporting income for income 
tax purposes, of individuals, partnerships, trusts, estates and 
corporations. The above requires the mesmeric powers of 
a clairvoyant, the curiosity of a Senate Investigating Com- 
mittee, the determination of a Communist, the analytical 
powers necessary to differentiate between figures that do 
not lie and liars who figure, a thorough comprehension of 
recognized and unrecognized accounting, the ability to 
audit books where no books exist, and last, but not least, 
the knack of extracting taxes from taxpayers in a ‘painless’ 
manner. For the above qualifications, the Government 
pays me $2800 per annum.”—Reprinted from the May, 1935 
issue of C. P. A. News, published by the American Society 
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Court Decisions 


(Continued from page 410) 


Amortization: Allocation.—As Section 234 (a) (8) of the 
1918 Act requires no apportionment to be made of the 
amount allowable as a deduction for amortization within a 
taxable period, the entire amount allowable in 1918 should 
be deducted from the entire net income for a fiscal period 
ending March 31, 1918 in computing the tax attributable 
to 1918, in accordance with the provisions of Section 205 (a) 
of the 1918 Act. The entire amount should also be deducted 
from income for the fiscal year ending in 1919 to arrive at 
the tax attributable to the last nine months of 1918.—U. S. 
Circuit Court of Appeals, First Circuit, in Gorton-Pew Fish- 
eries Company, et al. v. John F. Malley, Former Collector of 
Internal Revenue. No. 3006. Oct. term, 1934. 

District Court decision, 8 Fed. Supp. 39, reversed and 
remanded. 


Basis for Stock Received as a Gift.—Basis for corporate 
stock received by taxpayer in 1919 as a gift from his father, 
and sold in 1928, is the fair market value of the stock when 
acquired by him (adjusted for certain capital contributions 
made by him to the corporation). That value should not 
be increased by the value of capital contributions made by 
the father to the corporation in 1924 and 1926.—U. S. Cir- 
cuit Court of Appeals, First Circuit, in Sinclair Weeks v. 
Thomas W. White, Former Collector of Internal Revenue, 
Oct. term, 1934. No. 3016. 

District Court decision, 9 Fed. Supp. 79, affirmed. 


Capital Gains.—The starting point of the period, which 
determines a taxpayer’s privilege to be taxed under Section 
101 (a) of the 1928 Act relating to capital gains, is the date 
of distribution by the administrator and not the date of 
intestate’s death. When such period is less than two years 
the gain from the sale of stock received in distribution is 
taxable as ordinary income.—U. S. Circuit Court of Ap- 
peals, Second Circuit, in Kate O. Ogle v. Guy T. Helvering, 
Commissioner of Internal Revenue. 

Unpublished memorandum decision of Board of Tax Ap- 
peals affirmed. 


Collection of Taxes: Injunction Against Collection from 
Transferees.—Injunction against proceedings by the Col- 
lector of Internal Revenue for the collection of tax from 
complainants as transferees of the property of the taxpayer 
is denied. There is a defect of parties defendant because 
the rights of the United States can not be determined in an 
action against the Collector of Internal Revenue. More- 
over, the complainant is not without an adequate remedy 
under the provisions of the internal revenue laws. Denial 
of the injunction will not prejudice rights of the complain- 
ant should the Government attempt to use any of the in- 
formation acquired, in connection with the proceeding in 
question, in any criminal proceeding against the complain- 
ant or its officers for alleged violations of the customs laws. 
—U. S. District Court, So. Dist. of New York, in I. Goldberg 
& Sons, Inc. v. James J. Hoey, individually and as Collector 
of Internal Revenue of the Second District of New York. 
No. E80/186. 


Cotton Ginning Tax.—Trial court’s refusal of mandatory 
injunction against a railroad company’s refusal of ship- 
ments of cotton in interstate traffic because of grower’s 
failure to attach the bale tags required by the Bankhead 
Act is affirmed. It is not shown that the appellant will 
suffer irreparable damage without adequate remedy at law 
by such refusal to accept the shipments. As to the alleged 
unconstitutionality of those sections of the Bankhead Act 
which purport to affect the transportation of cotton bales 
in interstate commerce, it is held that it is not clear beyond 
reasonable doubt that such sections are unconstitutional._— 
U. S. Circuit Court of Appeals, First Circuit, in Lee Moor v 
Texas and New Orleans Railroad Company. No. 7629. 

District Court (West. Dist. of Texas) decision affirmed. 

Deductions from Gross Income.—The plaintiff corpora- 
tion was not entitled to any deduction for cash or stock 
distributed to its employees during the year 1926. A cer- 
tain number of shares of Class “B” stock and cash repre- 
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senting dividends thereon, so distributed, had been set 
aside under a trust deed by certain stockholders for the 
purpose of meeting the requirement of the purchasers of all 
the Class “A” stock and a portion of the Class “B” stock 
of the corporation, that a profit-sharing plan which had 
been in existence many years “should be abolished and the 
stock thereby freed of this contingent liability or potential 
friction with its labor condition.” The trust fund was used 
for the purpose of paying to the employees stock or cash 
in proportion to earnings. Some employees reserved stock, 
others stock and cash, but the stock and cash were drawn 
from the trust created by Patterson, president of the com- 
pany, as a result of a contract entered into with Dillon, 
Read & Company when a new company was organized and 
all of the Class “A” stock and 17,562 shares of “B” stock 
in the new corporation was acquired by Dillon, Read & 
Company. “The plaintiff [National Cash Register Com- 
pany] contributed no stock, no cash, and was without any 
expenses whatsoever in the abolition of the profit-sharing 
plan as originally used by the old company.”—U. S. Court 
of Claims in National Cash Register Company, a Corporation 
v. The United States. 

Depreciation.—Petitioners are not entitled to deductions 
for depreciation in 1923 not taken on the return for that 
year, on oil and gas lease property acquired August, 1923, 
where the depreciable property was sold in 1924, and tax\ 


liability on profit from such sale was settled under Section > 


606 of the Revenue Act of 1928 without adjustment for de- 
preciation in 1923. The tax liability for 1924 having been 
closed, taxpayer was estopped from claiming undue ad- 
vantage in the 1923 return, failure to make the depreciation 
adjustments for 1923 and 1924 having constituted a waiver 
of the right to the deduction for 1923. Furthermore, the 
petitioners, claiming depreciation on a unit of production 
basis, on equipment installed in 1923, have not shown the 
actual dates of installation, such data being essential to the 
determination of the depreciation allowance, if any.—U. S. 
Circuit Court of Appeals, Fifth Circuit, in R. L. IVheelock, 
et al. v. Commissioner of Internal Revenue. No. 7335. 
Decision of Board of Tax Appeals, 28 BTA 611, affirmed. 


Where a lessor leases its property with a provision that 
the lessee will “renew, repair, and replace the same, so 
as to maintain and keep the demised premises in as good 
order, repair and condition as the same now are and in 
their present state of efficiency”; and to furnish at its own 
cost all new equipment, the lessor is not entitled to a de- 
duction for depreciation during the years 1917 to 1926.— 
U. S. Circuit Court of Appeals, Fifth Circuit, in Georgia 
Railway & Electric Co. et al. v. Commissioner of Internal 
Revenue. No. 7738. 


Petition to review unpublished memorandum decision of 
Board of Tax Appeals denied. 


Depreciation is denied a life tenant for 1923, 1924, and 
1925, on improved real estate which, under the terms of 
her deceased husband’s will is to be held in trust, the will 
directing that the executors should pay or deliver to the 
life tenant, from the estate, “so much thereof as she elects 
to receive for her comfort and pleasure, she being the sole 
judge of her needs.” The residue of the estate, at the death 
of the life tenant, was to be divided among their three 
children.—U. S. District Court, No. Dist. of Ga., in Hard- 
wick Bank & Trust Co., by T. D. Ridley, Trust Officer, as 
Administrator of the Estate of Mrs. Carrie B. Hardwick v. 
Jos. T. Rose, Former Collector of Internal Revenue, District 
of Georgia. No. 1674 at Law. 


Dividends: Cancellation of Notes Held by Stockholders. 
—A trust of which petitioners were beneficiaries, made ad- 
vances to them, taking their notes, and subsequently all the 
assets of the trust, including the notes, were sold to a cor- 
poration for stock which was distributed to the beneficiaries 
on termination of the trust. Thereafter, the corporation 
cancelled the notes by a resolution designating the can- 
cellation as a gift. It is held that the petitioners received 
a taxable dividend under Section 115(a) of the 1928 Act. 
the corporation having at the time a surplus in excess of 
the amount of the notes cancelled. 

The deficiency determined by the Commissioner was 
timely, the limitation period having been extended by a 
valid waiver.--U. S. Court of Appeals for the District of 
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Columbia, in Ennalls ’aggaman v. Guy T. Helvering; Floyd 
P. Waggaman v. Guy T. Helvering. Nos. 6337, 6338. 
Decision of Board of Tax Appeals, 29 BTA 473, affirmed. 


Dividend Partly Payable in Stock of Another Corpora- 
tion: Tax Status of the Transaction——The defendant de- 
clared a 1,016 per cent dividend to its sole stockholder, the 
China Pacific Company, the declared money value of which 
was $619,760. By resolution the amount was made payable 
in part by transfer of certain accounts receivable, in part 
by transfer of 1,675 shares of stock of the Steamship Jef- 
ferson Myers, Inc., and $302,352.01 was paid in cash. Not- 
withstanding that the value of the stock distributed was 
in excess of its cost, it was held that no taxable gain was 
realized by the corporation which paid the dividend, the 
resolution providing for the dividend being treated as an 
entirety and so far as the stock involved was concerned as 
a distribution of the shares of stock to its stockholder 
rather than as a declaration of a dividend of money to be 
paid by transfer of stock.—U. S. Circuit Court of Appeals, 
Ninth Circuit, in Commissioner of Internal Revenue v. Co- 
lumbia Pacific Shipping Company. No. 7559. 

Decision of Board of Tax Appeals, 29 BTA 964, affirmed. 

Dividends: Redemption and Cancellation of Stock. — 
Redemption and cancellation of stock in 1930 is held not to 
have been the equivalent of the payment of a cash dividend, 
and is not taxable as a cash dividend. The stock was is- 
sued in 1922 as a stock dividend. Part of it was retired in 
1930 at $90 a share as part of a plan of retrenchment. The 
Commissioner’s contention that payments made by a cor- 
poration in exchange for its stock are taxable as dividends 
except when made in pursuance of a plan for complete 
liquidation of the corporation, can not be sustained.—U. S. 
Circuit Court of Appeals, First Circuit, in Commissioner of 
Internal Revenue v. William R. Cordingley. No. 2985. Oct. 
term, 1934. 

Memorandum decision of Board of Tax Appeals affirmed. 


Estoppel.—Petitioner and his wife, the principal stock- 
holders of a corporation, are estopped to contend that 
amounts received by them in 1927 in redemption of pre- 
ferred stock (taxable as a dividend and not as capital gain) 
were unqualifiedly made subject to their demand in 1926. 
“They themselves included the amounts involved in their 
income tax returns for 1927, and before the Commissioner 
and the Board treated 1927 as the taxable year until after 
the statute of limitations had run on their income taxes 
for the previous year.”—U. S. Circuit Court of Appeals, 
Fifth Circuit, in Leopold Adler v. Commissioner of Internal 
Revenue; Hannah G. Adler v. Commissioner of Internal Reve- 
nue. No. 7699. 

Decision of Board of Tax Appeals, 30 BTA 897, affirmed. 


Evasion of Tax.—Where certain bank records supported 
by the testimony of witnesses and the plaintiff's admission 
disclose the receipt of unreported income, the court held 
that the plaintiff had intentionally and wilfully omitted a 
part of his income from his 1929 income tax return as 
charged in the indictment. It is no defense that the omitted 
income was derived from unlawful transactions.—U. S. Cir- 
cuit Court of Appeals, Fifth Circuit, in [Villiam P. Chadick 
v. United States of America. No. 7689. 


Gain or Loss on Exchange of Stock of Different Corpora- 
tions.—An individual shareholder realized gain from an ex- 
change with four other individuals in 1930 of Coca-Cola 
International Corporation stock for Coca-Cola Co. stock 
even though there existed as the result of a series of reso- 
lutions an irrevocable right to make such an exchange with 
the Coca-Cola International Corporation, the two compa- 
nies being distinct entities. The convertible bond rule' 
recognized by the Treasury Dep?rtment in Article 1563 of 
Regulations 45 and a number of Treasury decisions is not 
applicable.—U. S. Circuit Court of Appeals, Fifth Circuit, 
in J. T. Rose, Collector of Internal Revenue v. Trust Company 
of Georgia, Executor of the Estate of J. J. Goodrum, Jr., De- 
ceased. No. 7706. [Similar decisions involving exchanges 
of the two stocks were rendered by same Court on March 
15, 1935, in Bancker v. Commissioner and Prescott v. Com- 
missioner. | 

Decision of the lower court reversed. 





1 The convertible bond rule in substance is that where a corporation 
issues bonds which in themselves contain a provision that the bond may 
be converted into stock of the same corporation, and an exchange is 
made, taxable gain or loss does not result until the stock is sold. 
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Import Duties: Treatment of for Income Tax Purposes. 
—Import duties were correctly deducted by the petitioner 
in its consolidated return for the year 1925 even though 
on the subsidiary’s books’such duties were entered as part 
of the cost of goods in inventory. “There is nothing in 
the language of Article 132 [Reg. 69, 1926 Act] to compel 
the conclusion that treatment of import duties on the tax- 
payer’s books as cost of inventory constitutes an irrevocable 
election not to take deductions for them on the return.” 
The Court pointed out that in Lebolt & Co. v. United States, 
67 Ct. Cl. 422, relied upon by the Commissioner, the tax- 
payer, who had consistently treated import duties as an 
additional cost of merchandise in inventory, later sought 
to file amended returns in which the duties would be de- 
ducted from gross income in the same manner as other 
taxes. Since either method of treating duties was proper, 
and the taxpayer had elected one method and had filed 
return and taxes had been paid accordingly he could not 
subsequently change to the other method and thereby be- 
come entitled to a refund. On the contrary in the present 
case, the Court points out, the taxpayer is not seeking a 
change in methods, but has consistently returned duties 
as deductions from gross income.—U. S. Circuit Court of 
Appeals, Second Circuit, in Pathé Exchange, Inc. v. Commis- 
stoner of Internal Revenue. 

Unpublished memorandum decision of 
Appeals reversed. 


Injunction Against Distraint Collection of Liquor Tax. 
—Special excise tax of $1,000 exacted from persons who 
deal in liquor contrary to the laws of the State is held to 
be a penalty and not a tax; and preliminary injunction 
against distraint collection is granted—U. S. District 
Court, No. Dist. of Florida, in Charles Liberis v. Daniel A. 
Nee, United States Deputy Collector of Internal Revenue, 10 
Fed. Supp. 336. 


Inventories: Use by a “Floor Trader” in Stocks.—A stock 
broker, associated with, but not a member of a firm, some 
of whose orders he executed on the floor of the exchange, 
and who did business on his own account, buying and sell- 
ing for himself on margin, is not a merchant of securities 
and is not entitled to use an inventory basis of reporting 
income under Article 105, Regulations 74, of the 1928 Act. 
—U. S. Circuit Court of Appeals, Second Circuit, in Na- 
thaniel S. Seeley v. Guy T. Helvering, Commissioner of Inter- 
nal Revenue. 


Joard of Tax 


Unpublished memorandum decision of Board of Tax Ap- 
peals affirmed. 


Loss: Interfamily Sale of Installment Notes.—lLoss sus- 
tained by taxpayer from sale of installment notes to his 
sister-in-law in December 1926 was bona fide, even though 
he repurchased the notes in September or October 1927 and 
the balance due was later paid in full. The Circuit Court 
holding that being a court of review and not a fact finding 
body, it is “not justified in disturbing a direct finding by 
the Board on a single fact issue, the importance of which 
was fully appreciated,” where “the evidence may be de- 
scribed as conflicting.”,-—U. S. Circuit Court of Appeals, 
Seventh Circuit, in Commissioner of Internal Revenue 7. 
G. Il’. Hales. No. 5187. Oct. term, 1934, April Session, 
1935. 

Unpublished memorandum decision of the Board of Tax 
Appeals affirmed. 


Net Loss.—A new corporation, resulting from the mer- 
ger of two old corporations, is not entitled to claim as a 
deduction from its gross income in 1928, a net loss sus- 
tained by one of the merged corporations during 1927, on 
authority of New Colonial Ice Co. v. Helvering, Com. of 
Inter. Rev., 292 U. S. 435. 

The issue held not to be res adjudicata in that there is 
involved the taxable income of a new corporation for the 
year 1928. “The fact that for the portion of the year 1927 
the three corporations involved were permitted to file a 
consolidated return is not the identical question before the 
court now.’—U. S. District Court, West. Dist. of Penn., in 
the J. M. Smucker Company v. Keystone Stores Corporation. 
No. 2424. In Equity. 

Option Warrants Exchanged for Stock: Tax Liability. — 
Stock acquired in 1929 in the exchange for option warrants 
held since 1925 comes to the taxpaver as new property and 
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may not be considered as standing for the options. Gain 
from the sale in 1929 of stock received in exchange for such 
stock is therefore taxable as ordinary income.—U. S. Cir- 
cuit Court of Appeals, Fifth Circuit, in Commissioner of 
Internal Revenue v. Francis P. Cummings. No. 7651. 


Unpublished memorandum decision of the Board of Tax 
Appeals reversed. 


Statute of Limitations.—Collection of 1919 deficiency is 
barred by the statute of limitations where the return was 
filed on March 15, 1920, a jeopardy was made on October 
18, 1923, claim in abatement was accepted, and notice of 
partial rejection of the claim was mailed in August, 1926, 
more than five years after the filing of the return. “The 
fact that a claim in abatement had been filed and proceed- 
ings for collection had been delayed until the claim had 
been acted upon would not interrupt the running of the 
statute of limitations against the collection of the defi- 
ciency was recognized by the Supreme Court in Graham vw. 
Foster, 282 U. S. 409, 417.”"—U. S. Circuit Court of Appeals, 
Ninth Circuit, in Commissioner of Internal Revenue v. Susan 
Talbot Ricker and |ells-Fargo Bank and Union Trust Com- 
pany, a Corporation, Co-executors of the Estate of William H. 
Talbot, Deceased. No. 7472. 


Decision of Board of Tax Appeals, 27 BTA 829, affirmed. 

The entire amount of an admitted overpayment of estate 
taxes, the last installment of which was paid on April 16, 
1926, should be refunded under Section 3228 of the Revised 
Statutes where a claim for refund was filed within four 
vears from the date of payment of the last installment.— 
U. S. Circuit Court of Appeals, Ninth Circuit, in United 
States of America v. Alfred K. Magoon, Marmion M. Magoon, 
John Henry Magoon, Eaton H. Magoon, Trustees under the 
Ilull and of the Estate of Bernhard R. Banning, Deceased. 


Decision of District Court affirmed. 


Where a trustee in bankruptcy claims as set-off against 
additional taxes for the year 1926, an overpayment of 
taxes for the year 1931, such set-off is allowable only to 
the extent of the last installment of the 1931 taxes, recov- 
ery of prior installments being’ barred by the statute of 
limitations. The trustee, on the date of bankruptcy, being 
in the same position as the bankrupt, is required to file a 
claim for refund in accordance with the provisions of the 
Revenue Act.—U. S. Circuit Court of Appeals, Second Cir- 
cuit, in In the Matter of The Clayton Magazines, Inc., Bank- 
rupt. United States of America v. Irving Trust Company, 
Trustee. 

District Court decision reversed. 


Where the plaintiff did not file its claim for refund for 
the fiscal year ending February 28, 1922, within four years 
from the date the tax was paid, recovery is barred by Sec- 
tion 284(b)(1) and (e)(2) of the 1926 Act. Section 284(¢) 
of the 1926 Act providing for extension of time for the 
filing of claims for refund for the “taxable year” 1921 if a 
waiver is filed did not relate to that portion of a “taxable 
year” of 1922 coming within the year 1921 and contained no 
provision relating to the “taxable year” 1922—U. S. Court 
of Claims in Continental Baking Co., Inc., Formerly Shults 
Bread Company, a Corporation v. The United States. No 
42210. 

Taxes assessed within the time stated in a waiver exe- 
cuted in 1924 after expiration of the statute of limitations, 
were legally collected and not recoverable. 

Where taxes for 1917 and 1918 were assessed within the 
time provided in the mimeographed portion of a waiver, 
but after the time provided in the alternative in a type- 
written addition thereto, the Court holds that assessment 
was limited to the time prescribed in the typewritten pro- 
vision and that taxes paid pursuant to an assessment made 
after such date were recoverable—U. S. Court of Claims 


in H. & B. American Machine Company v. The United States. 
No. M-381. 





Partnership is denied recovery of an overassessment of 
its 1917 income and profits taxes which had been applied, 
on April 26, 1924, against 1917 deficiencies due from the 
individual partners in accordance with written requests of 
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such partners. Although it is conceded that the statute of 
limitations in respect to both the assessment and collection 
of the deficiency assessments against the partners expired 
on April 1, 1924, their requests that the partnership’s over- 
payment be used to satisfy their deficiencies were made be- 
fore April 1, 1924. It is immaterial when the credits were 
made, the taxpayers being equitably estopped from assert- 
ing a claim for the amount of such credits, because, except 
for the written requests, the Commissioner would no doubt 
have enforced collection of the tax from the partners be- 
fore April 1, 1924.—U. S. Court of Claims in H. A. Caesar 
¢& Company, a Partnership, and Henry A. Caesar and Harry 
I. Caesar, Partners, 244 Madison Avenue, New York, N. Y. v. 
The United States. No. L-80. 


Surtax for Excessive Accumulation of Surplus—Loss on 
Exchange of Stock.—The petitioner, organized as a holding 
company for the purpose of holding certain investments of 
William M. Keck and Alice B. Keck, was availed of for 
the purpose of preventing the imposition of the surtax 
upon its stockholders through the medium of permitting 
its gains and profits to accumulate instead of being divided 
or distributed and is liable to corporation tax equal to 25 
per cent of the amount of its net income under Section 220 
of the 1921 Act. 


The petitioner did not realize a loss in 1923 by reason 
of an exchange of stock it owned for stock in another 
corporation where the record shows that the stock received 
in exchange was entered on the books at the same value 
as the book value of the stock exchanged and the evidence 
did not substantiate a higher basis——U. S. Circuit Court of 
Appeals, Ninth Circuit, in Keck Investment Company, a Cor- 
poration v. Commissioner of Internal Revenue. No. 7544. 

Decision of the Board of Tax Appeals, 29 BTA 143, af- 
firmed. 


Transferee Tax Liability—The petitioner, a Texas stock 
association, is liable as the transferee of assets, where, as 
the result of a consolidation in 1921, it acquired all the 
assets of another association, assuming the latter’s name. 
The petitioner is estopped to deny its liability where during 
a long course of years it has been dealing with the Gov- 
ernment as the taxpayer, having given waivers and filed 
its petition with the Board, not having “commenced to 
claim otherwise [until 1931] when if it may now unsay what 
it has been saying, limitation has barred the claim.”—U. S. 
Circuit Court of Appeals, Fifth Circuit, in Shamrock Oil 
Company v. Commissioner of Internal Revenue. No. 7607. 


Decision of Board of Tax Appeals, 29 BTA 910, affirmed. 


Trusts.—Under the law of New Jersey the petitioner ac- 
quired a vested interest under his father’s will in certain 
securities held in trust. The “time of the acquisition” of 
the securities for the purpose of determining gain or loss 
under Section 204(a)(5) of the 1926 Act was the date of 
his father’s death in 1921 and not the date of transfer to 
the petitioner in 1925 by the trustees. 


The income of a trust during the portion of the year 
1925 prior to September 22, which was, in accordance with 
the provisions of the testamentary trust, paid over to the 
petitioner as beneficiary upon attaining his majority on 
September 22, 1925, is taxable to the trustees under Section 
219(a)(1) of the 1926 Act.—U. S. Circuit Court of Appeals, 
Third Circuit, in Robert C. Roebling v. Commissioner of In- 
ternal Revenue. No. 5506. Oct. term, 1934. 53 

Decision of Board of Tax Appeals, 28 BTA 644, affirmed 
as to the first issue and reversed as to the second issue. 

Petitioner acquired a vested interest under the laws of 
Illinois and Pennsylvania under his mother’s will in 1904, 
the property being held in trust until the attainment of his 
majority in 1925. The “time of acquisition” under Section 
204(a)(5) of the 1926 Act was the date of his mother’s 
death in 1904 and gain from the sale of the property in 
1926 and 1927 should be based on the value as of March 
1, 1913, which was greater than the value in 1904.—U. S. 
Circuit Court of Appeals, Third Circuit, in Daniel Tracy 
Beers v. Commissioner of Internal Revenue. No. 5516. Oct. 
term, 1934. 

Unpublished memorandum decision of the Board of Tax 
Appeals affirmed. 
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Trusts: Tax Liability of Settlor Where Power to Ter- 
minate Trust Is Reserved.—A settlor, who created three 
trusts in 1923 for the benefit of his three sisters, is taxable 
on the income therefrom during the years 1927 and 1928 
under Sections 219(g) and 166 of the Revenue Acts of 
1926 and 1928, where he had the power to terminate the 
trust on December 31st, of any year, on sixty-day notice. 
—U. S. Circuit Court of Appeals, Seventh Circuit, in James 
Simpson v. Commissioner of Internal Revenue. No. 5391. 
Oct. term, 1934, April session, 1935. 


Decision of Board of Tax Appeals, 30 BTA 999, affirmed. 





Significant Decisions of the Board of 
Tax Appeals 


(Continued from page 419) 


certain of its unissued stock on a basis of one new share 
for each two old shares held and such stock rights had a 
fair market value at the time of receipt by the stockholders, 
and petitioner failed to exercise the rights issued to it and 
allowed them to lapse and become worthless, petitioner is 
not entitled to a deductible loss by reason of the lapse of 
such rights. St. Louis Union Trust Co. et al., Co-trustees, 
{[Dec. 8507], 30 B. T. A. 370, followed.—Eastern Shares Cor- 
poration (formerly Passwall Corporation) v. Commissioner, 


Dec. 8962; Docket No. 69219. 


Stepped-up Basis for Assets Acquired by a Corporation 
ina Connell eden: Disallowed.—Petitioner acquired all of 
the common stock and assets of several predecessor cor- 
porations, issuing therefor bonds and all of its common and 
preferred stock. The common and preferred stocks were 
issued in the name of the bankers negotiating the consoli- 
dation of the corporations and were deposited with a trust 
company, which was to immediately distribute all of the 
common stock to the stockholders of the old corporations 
and release the bonds and preferred stock to the bankers 
upon payment therefor. The Board held that immediately 
after the transfer to petitioner of the shares of stock and 
assets of the old corporations an interest or control of less 
than 80 per cent or more remained in the transferors and 
that the basis to petitioner for computing allowances for 
depreciation and gain or loss on the sale of assets is the 
“cost” of the assets to it at the time of acquisition —Metro- 
politan Ice Co. v. Commissioner, Dec. 8959 [CCH]; Docket 
Nos. 53936, 69525. 


Smith dissents, with opinion to the effect that the stock- 
holders of the old corporations were the real owners of 
the bonds and preferred stock while held by the escrow 
agent, the trust company, and that the old stockholders 
having controlled both the old corporations and the new, 
the new corporation was not entitled to the stepped-up 
basis for the purpose of computation of depreciation and 
profit or loss on sale of the assets. 


Stock Rights: Basis for Gain or Loss from Sales of 
Rights and Shares of Stock Acquired Through the Exer- 
cise of Rights.—The petitioner, as a stockholder of the 
American Superpower Corporation, received from that 
corporation in 1929, rights to purchase shares of stock of 
other corporations owned by it. Some of these rights the 
petitioner exercised and some it sold. The purchase cer- 
tificates did not constitute dividends under Section 115 of 
the Revenue Act of 1928. The entire amount received from 
the sale of the purchase rights constituted taxable income 
as they cost the petitioner nothing. The purchase certifi- 
cates issued by Superpower did not represent a distribution 
to its stockholders of any part of its assets but merely an 
offer to sell certain assets pro rata to its stockholders. The 
basis for computing the gain on the sale of shares of stock 
acquired through the exercise of the rights is the amount 
paid by the petitioner for such shares. Stock rights were 
issued to petitioner by one of the corporations whose stock 
it had acquired by the exercise of the purchase rights. The 
basis to be used in the computation of taxable profit from 
the sale of these rights is that outlined by the Supreme 
Court in Miles v. Safe Deposit & Trust Co. of Baltimore, 
259 U. S. 247.—Rampo, Inc. v. Commissioner, Dec. 8951 
[CCH]; Docket No. 60517. 
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Stock Rights: Capital Gain from Sale of Rights—Status 
Where Rights Are Exercised.—(1) The net proceeds re- 
ceived from the sale of stock rights, which were distributed 
to the petitioner and sold by him in 1929, are taxable as 
capital net gain, the stock in connection with which the 
rights were received having been held more than two years. 
The Commissioner treated the entire sum as ordinary in- 
come on the ground that “inasmuch as the cost of the basic 
stock was not prorated, the total selling price should be 
taxed at ordinary rates.” On this point the opinion says 
in part: 

In Lee v. Commissioner (C. C. A., Ist Cir.), — Fed. (2d) — (Mar. 9, 
1935), it was held that the date of acquisition of rights to subscribe to 
stock dates back to the date of acquisition of the stock and that where 
the stock was acquired more than two years from the date of the sale 
of the rights the gain must be treated as capital gain. 

We think it clear from the stipulated facts that the issuance of the 
subscription warrants by the International Telephone & Telegraph Co. 
and the Electric Bond & Share Co. constituted a division among the 
stockholders of their capital interests in the corporations and that they 
stand on the same footing as stock dividends. See Article 501 of 
Regulations 74. Since the shares of stock in respect of which the stock 
rights were issued had been held by the petitioner for a period of more 
than two years at the date of sale of the stock rights, the rights them- 
selves constituted “capital assets.” The contention of the petitioner 
that the net proceeds from the sale of the rights here in question 
amounting to $27,360 is taxable as capital net gain is sustained. 

(2) In 1929 the petitioner received rights on shares of 
stock of the American Superpower Corporation entitling 
him to purchase shares of stock in other corporations 
owned by the American Superpower Corporation. The 
rights thus received had a large market value. The peti- 
tioner exercised the rights and purchased the shares of 
stock offered him. The petitioner realized no taxable in- 
come from the receipt of the rights or from the exercise 
thereof. In 1929 the American Superpower Corporation 
acquired large holdings of stock in the United Corporation 
and in the Commonwealth and Southern Corporation. 
Desiring to strengthen its cash position and to create a 
wide distribution of the stocks in these corporations, Super- 
power issued purchase certificates to its stockholders giving 
them the right to buy these stocks. These rights were 
valuable by reason of the public demand for United stock. 
Following are excerpts from the opinion: 

The normal application of the statute to the facts of this case is that 
the stockholder derives no taxable income either from the receipt of 
rights to purchase stock at a fair price or from the exercise of those 
rights. It is only when the circumstances are such that the issuance 
of the rights is tantamount to the payment.of a dividend or a distribution 
of assets in the form of a property dividend that the value of the rights 
may be regarded as a dividend. See Metcalf’s Estate, supra, [32 Fed. 
(2d) 192]; Nanaline H. Duke, 18 B. T. A. 374. : 

If a stockholder receives rights and sells them he may have income 
from the sale of the rights—not from the receipt of them. If, on the 
other hand, he exercises the rights and later sells the stock or other 
assets acquired by the exercise of such rights he has a gain or loss from 
the sale measured by the difference between the selling price and the 
cost or other basis to him of the property sold. ay 

Upon the entire record we are of the opinion that the petitioner real- 
ized no taxable income from the receipt of the purchase certificates 
involved in this proceeding or from the exercise of them in the purchase 
of shares of stock of United and Commonwealth. There is no reason 
to give to the transaction a different interpretation from that placed 
upon it by both Superpower and the petitioner. Superpower treated the 
transaction solely as a sale of a portion of its assets and accounted for 
the profit realized therefrom. The petitioner likewise treated the transac- 
tion as a purchase of shares of stock for cash. If and when he shall 
sell the shares acquired by him the profit or loss must be predicated 
upon the basis of the price that he paid for them. 

Bradley IV. Palmer v. Commissioner, Dec. 8955; Docket 
No. 62652. 


Taxable Income.—1. Dividends in stock of a third cor- 
poration were declared in 1928 by two corporations in 
which the petitioner was a stockholder. The dividend stock 
was issued in petitioner’s name and signed by the transfer 
agent and registrar on or before December 5, 1928, and the 
issuing corporations recognized the dividends as a liability 
on their books as of October 31, 1928. The certificates were 
delivered to the petitioner in January 1929. It was held 
that the dividends were income in 1928. 


2. The market value of subscription rights to purchase 
bonds of the American Telephone & Telegraph Co., re- 
ceived as a stockholder, does not constitute taxable income. 
T. I. Hare Powel, [Dec. 7809], 27 B. T. A. 55, followed.— 
Elvira Scatena v. Commissioner, Dec. 8973 [CCH]; Docket 
No. 63920. 

Trusts: Taxability of Income from “Short-lived” Trust.— 
On April 30, 1930, the petitioner transferred to a trustee by 
two separate trust agreements her interest in certain shares 
of stock then held in a voting trust. The voting trust cer- 
tificate representing the shares had been given to her by 
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her husband, one of the trustees of the voting trust, on 
March 17, 1930. The petitioner’s trustee was granted power 
to hold and sell the trust property and pay over to her all 
of the trust funds on January 1, 1931, at which date the 
trusts were to terminate. In the event of petitioner’s death 
before that date, the trustee was to hold the property for 
the benefit of the petitioner’s-two minor children. At the 
time the petitioner conveyed the voting trust certificate to 
the trustee the voting trust was under contract to sell the 
shares at a stipulated price. The shares were sold by the 
voting trust and the proceeds thereof were paid to the trus- 
tee on May 1, 1930. The Board held that the profit on the 
sale of the shares is taxable to the petitioner in the year 
1930.—Margaret S. Sawtell v. Commissioner, Dec. 8975 
[CCH]; Docket No. 73023. 


Leech dissents, without opinion. 


Wash Sales: Identity of Shares—Application of “first in, 
first out” rule—The wash sale statute is not concerned 
with the identity of shares sold, but provides only for the 
disallowance of loss deduction if substantially identical 
property is acquired within 30 days of the sale. 

In determining the nondeductible portion of a loss in a 
wash sale of shares, the loss may properly be computed 
under the “first in, first out” rule-—Richard Coulter v. Com- 
missioner, Dec. 8960 [CCH]; Docket No. 71402. 








Rulings of the Bureau of Internal Revenue 


(Continued from page 406) 


members, to the extent applied to “out-of-work” benefit 
payments, are deductible, but such assessments are non- 
deductible to the extent used for sick, accident, or death 
benefits.—I. T. 2888, XI V-18-7466 (p. 2). 


Exclusions from Gross Income: Annuities.—Contribu- 
tions made by an employer toward the purchase of retire- 
ment annuity contracts for the benefit of his employees 
do not constitute income to the employee, and are not 
part of “the aggregate premiums or consideration paid for 
such annuity” within the meaning of Section 22 (b) of the 
Revenue Act of 1934.—I. T. 2891; XIV-19-7478 (p. 2). 


Gasoline Tax Under Section 617 of the 1932 Act: Loss 
of Gasoline in Transit by Pipe Line Carrier—Whiere gas- 
oline is lost in transit by a pipe line carrier and the shipper 
is indemnified by the carrier for the loss, a taxable sale 
does not result under Section 617 of the Revenue Act of 
1932, as amended.—S. T. 807, XIV-19-7486 (p. 23). 


Gross Income: Compensation Paid Other Than in Cash. 
Allowances for living quarters granted under the Act of 
June 26, 1930, to Treasury attachés and their subordinates 
in the customs agency service stationed in foreign countries 
should be excluded from gross income for Federal income 
tax purposes. G. C. M. 11453 (C. B. XII-1, 26) is revoked, 
together with the statement in G. C. M. 12300 (C. B. XII-2, 
30) that the conclusion therein reached is not in conflict 


with G. C. M. 11453.—G. C. M. 14836, XIV-20-7492 (p. 2). 


Liens for Taxes.—The act of May 3, 1933, enacted by the 
Legislature of the Territory of Alaska (chapter 94, Session 
Laws of Alaska, 1933, page 179), effective from that date, 
is accepted by the Bureau of Internal Revenue as the 
legislation authorized under Section 3186, Revised Statutes, 
as amended by Section 613(b)1 of the Revenue Act of 
1928, authorizing the filing of notices of Federal tax liens 
with certain designated county or other local officials.— 
I. T. 2893, XIV-21-7506 (p. 14). 


Losses: Limitation on Stock Losses.—Where the mem- 
bers of a partnership individually realized a gain in the 
year 1932 from the sale or exchange of stocks and bonds 
which were not capital assets and the partnership sustained 
a loss from the sale or exchange of such securities, the 
members of the partnership are not entitled to offset their 
pro rata shares of the partnership loss against their per- 
sonal gains in applying the limitation on stock losses under 
Section 23(r) of the Revenue Act of 1932. 

Where the members of a partnership (individually) and 
the partnership sustained losses in the year 1932 from the 
sale or exchange of stocks and bonds which were not 
capital assets, no part of the losses sustained by the part- 
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nership is deductible in determining the net income of the 
partners. (See generally G. C. M. 14012, I. R. B. XIV-6, 4). 
—I. T. 2892, X1V-20-7495 (p. 10). 


Losses: Wash Sales of Stock.—Where a taxpayer ac- 
quires stock through the exercise of subscription rights and 
within 30 days after such acquisition sells an equal number 
of shares of the stock with respect to which the rights were 
issued, the wash sales provisions of Section 118 of the 
Revenue Act of 1928 are applicable.—-I. T. 2890, XIV-19- 
7480 (p. 4). 


Net Income: Time When Commissioners and Fees on 
Loans Are Income to Banks, Loan Companies, etc.—So- 
licitor’s Memorandum 3820 (C. B. IV-2, 32) is modified 
to hold that discounts and commissions are income to 
banks, loan companies, etc., employing the cash receipts 
and disbursements method of accounting, when and to the 
extent that the discounts and commissions are actually 
received or realized upon the payment, sale, or other dispo- 
sition of the notes in the face amounts of which the dis- 
counts and commissions are included. [Change made in 
view of decision in Commissioner v. Central Republic Trust 
Co. and McKey, Trustee Bankruptcy of Noel Securities Corpo- 
ration. 75 Fed. (2d) 708, decided February 23, 1935.]—G. C. M. 
14839, XI V-20-7493 (p. 4). 


Period in Which Items of Gross Income Are Included; 
Treatment of Gain Derived from Settlement of Fire Insur- 
ance Claims.—In the case of a taxpayer keeping its books 
on the accrual basis, the proceeds to be received under a 
fire insurance policy accrue as income in the year in which 
the fire occurs where liability is not contested by the insur- 
ance company, even though the amount of the liability is 
undetermined in that year.—G. C, M. 14666, X1V-19-7479 
(p. 3). 


Refunds of Tax Paid Under the Cotton Act.—(1) Where 
a producer finds it necessary to have his cotton ginned 
before he can obtain the tax-exemption certificates to which 
he is entitled under the Cotton Control Act, approved 
April 21, 1934 (Public, No. 169, 73d Congress), pays the 
equivalent of the tax to the ginner, and later obtains such 
certificates and delivers them to the ginner, the ginner, 
upon compliance with the provisions of Section 20 of the 
Act and Article 36 of Regulations 84, is entitled to a refund 
of the tax paid on the ginning of the cotton in question 
where. it is conclusively shown that the cotton ginned was 
harvested during a crop year with respect to which the Act 
was in effect and was within the allotment of the farm. 
The ginner should submit with his claim the proper tax- 
exemption certificates. 


(2) Where a producer has paid the equivalent of the 
tax to the ginner at the time cotton produced by him in 
excess of his allotment was ginned, and subsequently de- 
livers to the ginner surplus tax-exemption certificates which 
he purchased, the tax was not erroneously or illegally 
assessed or collected within the meaning of Section 3220 
of the Revised Statutes, as amended, and delivery of tax- 
exemption certificates in such cases after the cotton is 
ginned does not warrant refund of the taxes paid.—P. T. 
24, XIV-18-7472 (p. 23). 


Stamp Tax on Transfers of Stock.—The one who acts 
as principal in the purchase of stock has the right to re- 
ceive the stock which he purchases. Where, upon the 
purchase of stock, he requests that it be issued in the name 
of another and legal title to the stock is actually placed 
in this other person, the effect of the transaction, for stamp 
tax purposes, is precisely the same as if the purchaser took 
legal title to the stock in his own name and then trans- 
ferred legal title in the stock to the third person. Two 
transfer taxes are due under either method, for reasons 
which are more fully set forth in the letter of March 30, 
1935. 

If the customer of a bank, whether or not a fiduciary 
agreement is involved, goes to a broker, purchases stock, 
and requests that the stock be placed in the name of a 
nominee, two transfer taxes are undoubtedly due under 
the long established rulings of the Bureau. However, if 
a person maintaining a custodian account in a bank re- 
quests the bank to purchase for him certain shares of 
stock, the bank, in doing so, is acting as agent or, pos- 
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sibly, as a fiduciary, in making the purchase, and if the 
stock is bought and delivered in “street form” with a 
stamped bill of sale, only one transfer tax would be in- 
volved. Or, if the transaction comes within the terms of 
the proviso in the 1932 law relating to transfers from a 
fiduciary only one transfer tax would be due. Under this 
proviso if the bank, acting as a fiduciary, should purchase 
stock for a customer and should afterwards place legal 
title to the stock in a nominee who thereafter holds the 
stock for the same purpose as the fiduciary bank, no addi- 
tional transfer tax would be required under the Revenue 
Act of 1932. However, if the bank is not acting as a 
fiduciary in the transaction or if the nominee does not 
hold the stock for the same purpose as the bank the exempt 
provisions would not be applicable and two transfer taxes 
would have to be paid. [Extracts from a letter dated May 
4, 1935, signed by D. S. Bliss, Deputy Commissioner, and 
addressed to Mr. Thomas B. Paton, Assistant General 
Counsel, The American Bankers Association, New York 
City (symbols MT: ST: AWW):] 


New Attack on Conflicting Taxation Begun 
by Tax Revision Council 
(Continued from page 411) 


Council, inasmuch as those who have been directing 
the studies are now members of the Council itself. 

One of the basic problems, says Henry W. Toll, 
executive director of the Council of State Govern- 
ments, is to determine which governments are able 
to collect particular taxes most effectively. It will 
also be necessary for the Tax Revision Council to 
decide which levels of government should have the 
revenues produced by each tax. 
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In March, the Second Interstate Assembly, to 
which each of the forty-eight states named official 
delegates, not only authorized the Tax Revision 
Council, but also adopted several resolutions con- 
cerning tax conflicts. It urged that the Federal Gov- 
ernment retire from the field of motor fuel taxation 
not later than June 30, 1935; that states and local 
governments refrain from imposing heavy taxes on 
beer except for regulatory purposes; that no addi- 
tional tobacco taxes be adopted by the states for 
revenue purposes; and that electric energy taxes be 
reserved for the exclusive use of the states. Other 
resolutions proposed the elimination of various tax 
exemptions, better coordination of Federal and state 
taxes on incomes, and improved administration of 
sales taxes. 

The following members of the Tax Revision Coun- 
sel attended its recent first meeting in Washington, 
D. C.: Messrs. Belknap, Boyington, Doughton, 
Graves, Haas, King, Long, Mastick, McCarren, Mor- 
genthau, Morrissett, Oliphant, Parker, Vinson, Yan- 
tis, Warkentin, and Woodward. Assurances of 
complete cooperation were offered from the Senate 
Finance Committee by Senator King. A similar 
message from the House Ways and Means Commit- 
tee was offered by Representatives Doughton and 
Vinson. 

Messrs. Parker, Mastick, and Long presented 
statements of the triple approach to the problem of 
simplifying and harmonizing Federal, state, and local 
tax systems by the Congress, the Interstate Commis- 
sion on Conflicting Taxation, and the National Tax 
Association respectively. Other members of the 
Council presented various viewpoints. A letter from 
City Manager Dykstra pointed to the division of 
functions of government as the real underlying prob- 


lem and suggested the possibility of constitutional 
revision. 


Secretary Morgenthau was elected chairman, Sen- 
ator Mastick, Ist vice-chairman, Mr. McCarren, 2d 
vice-chairman and Henry W. Toll was chosen sec- 
retary, Messrs. Haas, Graves, and Dykstra were 
added to fill out the Executive Committee ‘membership. 


Amendments of Regulations 
Capital Stock Tax 


Article 63 of Regulations 64, approved August 27, 1934, 
relating to the adjusted declared value of foreign corpora- 
tions subsequent to the first taxable year, is amended by 
Treasury Decision 4552, X 1 V-22-7527 (p. 17), by eliminating 
paragraph (b)' appearing under that article and substituting 
the following: 


(b) Year subsequent to first taxable year.—The adjusted declared 
value for the taxable year following the first taxable year is the original 
declared value adjusted to reflect the increases or decreases in the 
capital employed in the transaction of business in the United States. 
The adjustments which are to be made must reflect the changes taking 
place during the income-tax taxable year ending at or prior to the 
close of the taxable year. For example: A foreign corporation, which 
makes its Federal income tax returns on a calendar year basis, filed a 
capital stock tax return for the taxable year ended June 30, 1934, and 
declared the value of its capital employed in the transaction of its 
business in the United States as of December 31, 1933. To this value 
adjustments must be made to reflect the changes taking place during 
the year ended December 31. 1934. The net amount will constitute the 
adjusted declared value on which will be computed the capital stock tax 


! Editor’ s Note.—This paragraph previously read, “The method of de- 
termining the adjusted declared value for any taxable year subsequent 
to the first taxable year will be covered’ by future regulations.” 
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for the taxable year ending June 30, 1935. This adjusted declared value, 
to the extent that it is true and correct, will constitute the base for 
Son tose.” the adjusted declared value for the taxable year ending June 
30, 1936 

Ordinarily and unless the circumstances of the case require otherwise, 
the adjustment shall be made on the basis of the values disclosed by 
the books of account and records. In making the adjustment, transitory 
capital shall be considered separately from the nontransitory or all other 
capital. For this purpose, transitory capital means tangible personal 
property, such as a ship, train, motor bus, or other means of conveyance, 
employed in the regular operation: of transportation services between 
points in the United States and points outside the United States. The 
term does not include such assets within the United States as working 
capital (cash, inventories, etc.) or equipment used normally at terminal 
points, such as machinery for loading and unloading, or tugboats for 
towing, etc. 

Adjustment of the nontransitory or all other capital, shall be made 
without any proration, whether because of a time factor or otherwise, 
on the basis of the increase or decrease during the applicable income-tax 
taxable year of the gross assets in the United States. For example, if 
at the end of the applicable income-tax taxable year the amount of the 
gross assets in the United States exceeds the amount thereof at the 
beginning of such year, the amount of the excess shall be added as the 
increase of the nontransitory capital. If, instead, the amount of the 
gross assets in the United States at the end of the applicable income-tax 
taxable year was less than the amount at the beginning of such year, 
the amount of the reduction shall be deducted as the decrease of the 
nontransitory capital. 

Adjustment of the transitory capital shall be made for the following 
increases and decreases: 

(1) An addition or a deduction, as the case may be, shall be made 
for the proportionate value of each unit added to or definitely withdrawn 
from the transitory capital. For example, if during the applicable 
income-tax taxable year a ship having a value of $1,000,000 is entered 
in the service of the business in the United States under a schedule 
which will normally require that one-fifth of its time be spent within 
the territorial limits of the United States, one-fifth of the value of such 
ship ($200,000) shall be added to reflect the resultant increase in the 
transitory capital. If, instead, such a ship had been in the service of 
the business in the United States and was definitely withdrawn therefrom 
during the applicable income-tax taxable year, a deduction of $200,000 
should be made to reflect the resultant decrease in the transitory capital. 

(2) An addition or a deduction, as the case may be, shall be made 
for the increase or decrease in the proportionate value of each unit of 
transitory capital which by reason of a change during the applicable 
income-tax taxable year becomes employed in the transaction of business 
in the United States for a greater or lesser period than prior to such 
change. For example, if on the basis of a schedule requiring that 
one-fifth of its time be spent within the territorial limits of the United 
States $200,000 represents the proportionate value of a shin worth 
$1,000,000 employed in the transaction of business in the United States, 
and if during the applicable income-tax taxable year a change in schedule 
is made so that the time spent within United States territorial limits 
becomes increased to one-fourth, an addition of $50,000 shall be made 
to reflect the increase of the proportionate value of such ship from 
$200,000 to $250,000. If, instead, the schedule had been changed so that 
only one-tenth of the time would be spent within the terfitorial limits 
of the United States, a deduction of $100,000 should be made to reflect 
the decrease of the proportionate value of the ship from $200,000 to 
$100,000. 

The sum of the transitory capital and the non-transitory or all other 
capital, both adjusted as above outlined, shall constitute the adjusted 
declared value for the taxable year. Such value, to the extent that 
it is true and correct, will constitute the base for computing the adjusted 
declared value for the succeeding taxable year. 

(c) Application for permission to make the adjustment on the basis 
of some other method will be considered by the Commissioner in the 
case of any foreign cornoration, where by reason of the facts and circum- 
stances in the particular case the method prescribed in paragraph (b) 
will not fairly reflect the changes in the capital employed in the trans- 
action of its business in the United States. and where, in good faith 
and unaffected by considerations of tax liability, the corporation desires 
to make the adjustment on the basis of such other method. In such 
case the application should be made in the form of an affidavit setting 
forth all the facts and containing a full explanation of the method 
sought to be used. 





Gift Tax 
Article 2 of Regulations 79, relating to the gift tax, is 
amended by Treasury Decision 4550, XIV-21-7517 (p. 25), 
by inserting after the second sentence: 


Various statutory provisions, which exempt bonds, notes, bills and 
certificates of indebtedness of the Federal Government or its agencies 
and the interest thereon from taxation, are not applicable to the gift tax 
since this tax is an excise tax on the transfer, and is not a tax on the 
subject of the gift. A gift of a bond, note, or certificate of indebtedness 
issued by the Federal Government, if made by a nonresident alien, not 
engaged in business in the United States, is not subject to the tax. 


Processing Tax on Sugar 


New Treasury regulations governing the processing and 
other taxes with respect to sugar beets and sugar-cane were 
promulgated in Treasury Decision 4549, XITV-21-7516 (p. 28). 
The ruling incorporates in the introductory matter pre- 
ceding revised Treasury regulations changes made since 
prior Treasury regulations (T. D. 4441, XIITI-1 CB 501), by 
regulations of the Secretary of Agriculture. The Treasury 
regulations have also been rewritten. Paragraph (d) of 
article 2, relating to shipments of raw sugar is new. A new 
setup of conversion factors is prescribed in Section 3, and 
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STOCK TRANSFER vs. 


Article 5, relating to the compensating tax on imported 
articles has been rewritten and contains new matter. Regu- 
lations relative to the floor stock tax and existing con- 
tracts which were applicable only when the tax was put 
into effect are omitted. 

The old regulations, T. D. 4441 (approved June 20, 1934), 
remain in force and effect in so far as they relate to lia- 
bility for tax incurred and refund accrued prior to March 1, 
1935. With respect to its applicability in the Philippine 
Islands such Treasury decision 4441 is amended by Treas- 
ury Decision 4549 as follows: 

(a) Wherever the date of June 8, 1934, appears, the date with respect 
to the Philippine Islands shall be September 12, 1934; (+) whenever the 
dates June 30, 1934, and July 31, 1934, appear in article 2, such dates 
with respect to the Philippine Island shall be September 30, 1934, and 
October 31, 1934, respectively; (c) wherever the dates June 7, 1934, 
and August 7, 1934, appear in article 4, such dates with respect to the 
Philippine Island shall be September 11, 1934, and November 11, 1934, 
respectively. These regulations shall be in force and_ effect as of the 
earliest moment of March 1, 1935, in the United States (including 
Hawaii and Alaska) and in Puerto Rico, and shall be in force and 


effect as of the earliest moment (Manila time) on March 1, 1935, in the 
Philippine Islands. 


Processing Tax on Tobacco for Use as Sea Stores 


Chapter III of Regulations 83, approved September 11, 
1934, is amended by Treasury Decision 4547, XIV-21-7512 
(p. 27) by adding a new article at the end thereof as 
follows: 


Art. 244%. Tax-free processing of tobacco into products for use as 
sea stores.—The processing of tobacco into manufactured tobacco, snuff, 
cigars or cigarettes for use as sea stores under section 317 of the Tariff 
Act of 1930 without the payment of a processing tax shall be subject to 
the provisions in Regulations 76 with respect to the shipment or delivery 
of manufactured tobacco products without payment of a stamp tax and 
to the following supplemental provisions: 


1. Processors.—The processor of tobacco into products intended for 
use as sea stores without payment of a processing tax shall submit a 
rider on Form 551 for attachment to the bond, Form 549-A, required 
by Regulations 76. Such Form 551 must be executed and submitted in 
the same manner as the bond, Form 549-A, 

Upon the proposed withdrawal of manufactured tobacco products for 
use as sea stores without payment of a processing tax, whether the 
shipment or delivery is to be made direct to the vessel or to a bonded 
sea stores warehouse, the processor shall file P. T. Form 26-A in addition 
to the peda on Form 550-A_ required iy “Regulations 76. Such 
P. T. Form 26-A shall be prepared in duplicate and shall be given the 
same serial number as the application Form 550-A. The original shall 
be attached to the original Form 550-A covering the same shipment. 
The duplicate shall be held by the processor and transmitted by him 
with his processing tax return made for the month during which the 
shipment was withdrawn from the factory. 


2. Proprietors of sea stores warchouses.—The proprietors of bonded 
sea stores warehouses shall submit a rider on Form 552 for attachment 
to the bond Form 549-B, required by Regulations 76. Such Form 552 
must be executed and submitted in the same manner as the bond, 
Form 549-B. 


Stock Transfer vs Transfer Recording Tax 
(Continued from page 404) 


tions.” Is the legislature being charitable here? 
Absolutely not! /t never had constitutional authority 
to tax the same interest twice, in the same transaction, 
at the same time,’® although it tries, by implication, 
to proclaim such right. A question now arises as to 
whether the same interest and the same transaction 
are involved. 

The tax law states that “it shall be the duty of 
the person or persons making or effectuating the 
sale or transfer to procure, affix and cancel the stamps 
and pay the tax provided by this article.” Deliver- 
ing stock and executing a bill of sale are, in them- 
selves, separate transactions, both of which are 
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mentioned as taxable acts. But what if they both occur 
pursuant to a sale of stock? Suppose there were no 
provision in the tax law to the effect that when a 
duly stamped memorandum of sale accompanies a 
certificate of stock, upon delivery thereof, such de- 
livery shall not be taxable: Could both a delivery and 
execution of a-bill of sale be taxed, then, when they 
both result from a single sale, and would the duty 
be incumbent upon the same person to pay the same 
tax upon each operation of the same transaction? In 
the light of recent decisions of the Supreme Court of 
the United States *' wouldn’t it be the more logical 
view that the acts of delivering the stock and exe- 
cuting the bill of sale are melted and merged into the 
single taxable transaction, namely, the sale? 

It is understandable that a tax would be imposed 
upon any one of the operations, namely, the sale, 
the transfer, the delivery, and so forth, which occurs 
within New York State when the others do not; but, 
surely, each operation may not lawfully be taxed by 
the same state at the same time. A legislativ e enact- 
ment, imposing such a tax on each operation at the 





Certain transactions, though consisting of several parts, are con- 
sidered as units; e. g., the assignment and the delivery of a stock 
certificate, with intent to pass title thereto * the deliveree, ve elements 
of the ultimate transaction, the transfer [U. T. A., See. 1; Per.. Prop. 
L..,. See, 1623. Consequently, to impose a Sane tax — each part 
of the transfer would result in the imposition of a double tax upon the 
ultimate transaction, which is taxed but once, according to the tax law; 
and would be violative of the equality and ‘uniformity requirements of 
the Federal and state constitutions. 

Lee v. Bickell, 292 U. S. 415, 78 L. Ed. 895 (1934), where the 
Court held that certain transactions are considered as units, upon whose 
elements separate taxes may not be imposed endlessly. In this con- 
nection, the Court further ruled that an order to sell an endorsed stock 


(Footnote 71 continued on next page) 
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same time, most likely would be declared unconsti- 
tutional. 


In other words, the legislature is not releasing any 
taxable transaction from taxation; it is merely at- 
tempting to avoid the embarrassment arising from 
such doubt regarding possible double-taxation inten 
tion, as would result in a court’s branding the stock 
transfer tax as unconstitutional. 


This proposition is more clear in the case where 
the legislature states that when a duly stamped mem- 
orandum of sale accompanies the original certificate, 
no further tax shall be imposed upon the actual issue 
of a new certificate. There is no implication that a 
tax would be imposed upon the actual issuance of 
a new certificate, had no duly stamped memorandum 
of sale accompanied the original certificate. Why, 
as we have seen,” the legislature hasn’t imposed a 
tax upon the mere issuance of a new certificate of 
stock in any event. 

Its attempt to appear sympathetic toward the tax- 
payer is a vain act of inserting “excess baggage” in 
the tax law. That provision of apparent relief 
against double taxation is not derogatory to any 
other provisions in the same statute. It is merely 


declaratory, in part, of a broader and more general 
situation. 


It is a mere redundancy by which the legislature 
states that, under certain circumstances, it will not 
tax a certain transaction, upon which it does not im- 
pose a tax in any event. The New York Tax Law 
nowhere contains a provision imposing a tax upon 
the actual issuance of a new certificate; so, for it 
to declare that no such tax is imposed in a given case, 
is no better than for it to declare that where a duly 
stamped memorandum of sale accompanies a stock 
certificate, upon the deliv ery thereof, no tax is im- 
posed upon the deliverer’s breathing immediately af- 
ter the delivery of such stock. 


The fact of the matter is that we would be bene- 
fited by the use of such ridiculous language in lieu 
of the language actually used, because, in that case, 
we would be more sure of the legislature’s intention, 
and, also, of the futility of its language in regard 
to the question under consideration. 


It can readily be seen, therefore, that when the 
legislature omits to impose a tax upon a certain 
transaction, there can be no implication of its taxa- 
bility, especially as a result of the use of doubtful 
language. 

Notwithstanding the fact that constructions of 
excise or special tax ** laws are to favor the taxpayer, 
since the adoption of the Uniform Stock Transfer 





certificate, delivered by a customer in Florida to the Manager of the 
Florida Branch of a New York brokerage firm, is not, before it is 
executed, an “agreement to sell,’’ within the meaning of the Florida 
statute (similar to the other stock transfer tax laws in this respect) 
imposing a stamp tax upon such agreements and requiring the delivery 
by the seller to the buyer of a bill or memorandum of the sale, to 
which the stamp tax should be affixed, and hence it is not subject to 
the tax; also, that “* * * the memorandum of sale or delivery to 
be taxed under the statute is not every note or entry made in Florida, 
recording a transaction elsewhere. It is the kind of a note or entry 
exacted by the statute when there is an executory agreement or transfer 
by delivery, a note or entry to be handed by the seller to the buyer as 
an evidence of contract or as a muniment of title. If another view 
were taken, the tax could be multiplied repeatedly as a product of the 
same transaction; not only the first memorandum would be taxable, 
but every copy of a copy, and every entry of the transaction in one 
book or in many. * ** See, also, Farmers Loan and Trust Co. v. 
Minnesota (1930); First National Bank of Boston v. Maine (1932), 
supra, note 41, 

*2 Supra, note 19, 
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Act by New York State, large sums of money 
been collected in stock transfer taxes, which, it ts 
submitted, were not payable in the first Golan 


While only the New York Tax Law has been 
mentioned, nevertheless, the conclusions already ex- 
pressed also apply to the stock transfer tax laws of 
the states of Massachusetts, Pennsylvania, and In- 
diana, which states adopted the Uniform Stock 
Transfer Act on March 5th, 1910, January Ist, 1912, 
and February 25th, 1923, respectively. 


The Development of Transfer Taxes in the 
United States in the Twentieth Century 
(Continued from page 397) 


cent on that portion of the net estate exceeding 
$1,500,000. Exemptions, however, together with the 
usual deductions, are subtracted from the gross es- 
tate to determine the net estate. These exemptions 
are $20,000 for surviving spouse, and $2,000 for an- 
cestors and descendants—$5,000 if they are minors. 
These rates contrast sharply with those of New York 
showing the necessity for steep graduation in states 
having less wealth if the laws are to yield appre- 
ciable revenue. The North Dakota law in no way 
depends upon the Federal estate tax statutes. There 
is not even a provision for absorbing the 80 per cent 
credit. 

Utah’s estate tax law is simplicity itself. The first 
$10,000 is exempt. The next $15,000 is taxable at 
3 per cent and any excess of $25,000 at 5 per cent. 


All of these estate tax laws are of comparatively 
recent origin. None existed at the turn of the cen- 
tury. 


Modified Estate Taxes 


MODIFIED form of estate tax is found in 

Rhode Island and Oregon. In the former state 
the entire net estate in excess of an exemption of 
$10,000 is subject to a tax of 1 per cent. Gifts to 
charities, etc. are not exempt from this levy. The 
provisions of the legacy or succession tax are shown 
in Table II. There is an additional estate tax to ab- 
sorb the 80 per cent credit under the Federal estate 
tax law but it allows an exemption of $250,000 so 
that the rates begin at 1.4 per cent and rise to 14.92 
per cent. Where the tax cannot be determined be- 
cause of contingencies a special 2 per cent estate tax 
is levied as a penalty for waiting for the contingency 
to happen. This, of course, does not set aside any 
claims of the state to legacy duties when the con- 
tingency has happened. 

The Oregon law allows an exemption of $10,000 
and taxes the remainder of the estate at rates rang- 
ing from 1 per cent on the next $15,000 to 15 per 
cent on any amount over $1,500,000. Class I heirs 
are not subject to any additional tax. Table II 
shows the rates for other beneficiaries. There is no 
80 per cent credit provision. 

Finally, mention should be made of those states 
that levy a simple estate tax which is defined as 
the amount, if any, by which the succession taxes 





73 A stock transfer tax is a special or excise tax, and not a property 
tax. Supra, note 43. 








C1) 


ng 


es- 
ns 
an- 
Ts. 
ork 
tes 
re- 
yay 
ere 
ent 


irst 
at 


in 
fate 
1 of 
; to 
The 
wn 
ab- 
tate 
) so 
4.92 
be- 
tax 
ncy 
any 
con- 


),000 
an g- 

per 
1ei©rs 
e Il 


s no 


fates 
das 
axes 


operty 


Gene vee paney 


a> naan ss 


NERA ETN NOL VRE AI 


July, 1935 


of the state fail to absorb the 80 per cent credit per- 
mitted by the Federal Government. Sometimes as in 
Colorado and Iowa this estate tax law is set out in 
detail, brackets and exemptions being given. Some- 
times it is a simple paragraph as above. As of 
January 1, 1935 the following states had made no 
provision to absorb the full 80 per cent credit: Ari- 
zona, Arkansas, Idaho, Illinois, Kentucky, New 
Mexico, North Dakota, Oregon, South Carolina, 
South Dakota, Utah and Wyoming. 


Gift Taxes 


VASION and avoidance of transfer taxes have, 
of course, been practiced since such levies were 
initiated. One of the commonest methods has been 
the disposition of all or part of an estate by gifts 
inter vivos or to take effect at death. Forced to deal 
with such methods of escape the states began to 
guard against them by statutory provisions. The 
bequest to take effect at death could be dealt with 
fairly satisfactorily* for two reasons: (1) the courts 
were sympathetic to the notion that such gifts were 
really the same as testamentary bequests because the 
donor retained the power of management and in 
many cases of revocation and (2) because a gift to 
take effect at death was not so likely to have been 
broken away from the corpus of the estate and trans- 
ferred to another jurisdiction as might be possible 
in the case of gifts inter vivos. 


To deal with the inter vivos gift the contemplation 
of death clause was introduced and around it has 
grown up a large body of law and precedent which 
need not concern us here. We need only notice the 
fact that the enforcement of such clauses is both 
difficult and expensive and that the decisions of the 
courts, based as they necessarily must be on the 
individual case, are likely to be adverse to the state 
because most of the evidence pertinent to the state 
of mind of the donor is in the possession of those 
who will be adversely affected by the tax.® It would 
appear that the only way to escape the difficulties 
inherent in the taxation of gifts as inheritances is to 
levy a gift tax. Even this does not solve the problem 
automatically for vigorous administration is neces- 
sary if such a levy is to be made to yield any sub- 
stantial revenue on one hand and to prevent escape 
from the succession duties on the other. It is obvi- 
ous, of course, that if the rates of the gift taxes do 
not at least approximate those of the succession 
taxes there will still be an incentive to avoid the 
latter by gifts inter vivos. 

The Federal Government and three states Oregon, 
Virginia and Wisconsin, have led the way in ‘this 
field. The Federal tax has been briefly described 
above. The Oregon tax enacted in 1933 resembles 
it in many respects. There is a specific exemption 
of $10,000 that may be taken whenever the donor 
wishes and an annual exemption to each person to 
whom the donor makes gifts (other than of future 
interests in property) of $1,000. The rate schedule 
begins at 4 per cent on amounts not exceeding 





‘The Federal Government and every state except Louisiana now have 
provisions for the taxation of transfers intended to take effect in pos- 
session or enjoyment at or after death. 

® For a full discussion of the contemplation of death clause see Com- 
merce Clearing House, Inheritance, Estate and Gift Tax Service, 6th 
edition, Vol. 4, p. 16073 et seq. 
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$10,000 and increases to 25 per cent on amounts in 
excess of $1,000,000. The gifts (aside from exempted 
gifts) are cumulated so that in the case of a gift of 
$10,000 for two separate years the rate on the second 
$10,000 would be 9 per cent instead of 4 per cent. 
There are the usual deductions of gifts to charitable, 
etc. institutions in the state. 


The Virginia statute was enacted in 1934. The 
rates and exemptions “ the same as those of the 
inheritance tax. (See Table II.) Otherwise the 
statute is similar to the Federal tax and the Oregon 
tax, 

The Wisconsin gift tax, levied in 1933, follows the 
same lines with a few notable exceptions. In gen- 
eral the rates and exemptions are the same as those 
of the inheritance tax. Where the tax at the given 
rates exceeds $100, an additional tax of 25 per cent 
of the excess over $100 is added. The four following 
exemptions are worthy of note. 

(a) All gifts made by a corporation, organization 
or association to its employes, including payments 
as bonus and to cover insurance or benefits, or to 
any employes’ benefit fund, or for medical service 
to employes or their families. 

(b) All gifts to or for any member of the donor’s 
family given for the current maintenance, support 
and education of the donee. 

(c) Property of the clear market value not exceed- 
ing $2,000 to any person not mentioned in para- 
graphs (a), (b), (c) of subsection (3) of the gift tax 
law, when given and actually used for the education 











You can save money in Minimizing your taxes 
and your clients’ taxes by using 


FEDERAL TAX PROCEDURE AND 
APPEALS 


By JAMES CONLON 






of the District of Columbia Bar and of the Bar of the Supreme 
Court of the United States; including a ‘Treatise on the 
Statutes, the Rulings of Internal Revenue Officials, the De- 
cisions of the Courts, and the United States Board of Tax 
Appeals with Rules of Practice, Procedure, Evidence, and 
Forms; also Chapter on Minimizing Taxes and Tax Avoid- 
ance. 

























What others say of it: 

James B. Archer, formerly President of the D. C, Bar 
Association and formerly Special Assistant to the U. S. 
Attorney General: “It is a masterful work on Income, 
Estate and Excise Tax Law and Procedure by a practitioner 
of many years experience.” 

Frank J. Ehrhardt, formerly Special Assistant to the 
Attorney General: “Your work is the greatest in the Tax 
Field. It saves time of the busy Tax Counsel in the prepa- 
ration of a Brief, or an Argument, or an Opinion on any 
question pertaining to Income, Estate, Gift, or Excise Taxes. 
It is a Money-saver to the Taxpayer and a Time-saver to 
Counsel.” 

Charles F. Sanford, Attorney: “It is an outstanding ex- 
position of Income, Estate, Gift and Excise Tax Law and 
Procedure. As a compendium for professional use, and as a 
readable document for the layman, it will adorn any library.” 


In one Volume of 656 pages, bound in Fabrikoid, price 
$10.00. Order your copy now from 
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of such person. This exemption is in addition to any 
other exemption such person might be entitled to. 


(d) Property of the clear market value not ex- 
ceeding $2,000 given to any person for the purpose 
of establishing him in business and actually so used. 
This is an additional exemption to any exemption 
such person might be entitled to.’ 


The state, its subdivisions, and the usual non-profit 
public purpose institutions are exempt. 


There can be no doubt that the gift tax strikes 
directly at the evil of evasion and avoidance of suc- 
cession duties. It seems far superior to a method 
which depends upon trial of each individual case in 
which the burden of responsibility is almost always 
on the state in spite of presumptive statutory provi- 
sions to the contrary. The degree of success of 
these pioneer states in the field of gift taxation will 
no doubt be followed by others that have watched 
their inheritance taxes rendered ineffective by eva- 
sion and avoidance. 


| New Tax Publications | 


The Law of Federal Income Taxation, by Randolph E. 
Paul and Jacob Mertens, Jr. of the New York Bar. Pub- 
lisher, Callaghan & Company, Chicago. Six volumes. 
p. xevll, 695: XX, 807; XVII, 620; XXI, 642; XXVI, 864; 
691. Price, $60. 


Since the Sixteenth Amendment was added to the Con- 
stitution there have been ten revenue acts, incorporating 
taxes on net income, and thousands of administrative rul- 
ings, Board of Tax Appeals and court decisions in inter- 
pretation of these acts, which comprises an aggregate 
volume of law of stupendous proportions. 


Had there been no means of coordinating the mutable 
regulations, rulings and decisions with the changing laws, 
the work of the tax practitioner since 1913 would indeed 
have been laborious, and taxpayers would have found it 
extremely difficult, if not impossible, to know their tax 
liability within reasonable latitude. The various tax Serv- 
ices have met this dilemma by reporting all changes of 
law and the avalanche of interpretative matter which has 
issued from the Treasury Department, the Board of Tax 
Appeals, and the various courts having jurisdiction in tax 
matters. Annotated law and regulations have been keyed 
to supplementary rulings, and to Board and Court decisions 
by ingenious editorial devices, so as to make it possible 
for interpretative changes which have affected any point 
of law to be readily ascertained. The great mass of rulings 
and decisions in continuous flow have made speedy report- 
ing the necessary requisite of satisfactory service. Deduc- 
tive, analytical treatment of the systematized information 
in determination of the relevancy of rulings and decisions 
to particular tax problems necessarily is possible only to 
a limited extent in a speedy law reporting Service. 


Therefore, there is a practical need for a comprehensive 
work such as Paul and Mertens have produced with a 
retrospective viewpoint that has as its chief goal an analysis 
of the kaleidoscopic changes of the past, which in running 
story form, points out the governing legal principles on any 
given point. 


The work is obviously the product of long preparation 
and exceptionally thorough research, since it incorporates 
not only citations to more than 12,000 cases but also cites 
several hundred articles on taxation which have appeared 
in law, tax, and accounting periodicals. Likewise favorably 
is one impressed with the pleasing appearance of the books. 
The type is clear and easily readable, and the arrangement 
and headings are free from eccentric novelties. Through- 
out, utilitarianism has been carried out to a highly gratify- 





10 Co ommerce Clearing House, Inheritance, Estate and Gift Tax Service, 
6th edition, Vol. III, p. 11937 ‘et scq. 
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““ 


ing degree. “Easy to read and worth reading” would be a 
succinct and apt tribute though not sufficient for such an 
elaborate exposition of a highly complicated subject. 


The authors have adhered almost exclusively to an in- 
terpretative rather than a critical attitude of law as reflected 
by administrative rulings and judicial decisions. Flights 
into the realm of surmise about what should have been, or 
what is not constitutional probably have been wisely 
avoided, though some commentators have expressed a 
yearning for more signposts of weaknesses in law and in 
judicial and administrative interpretations thereof. Pat- 
ently the authors have not sought distinction either as 
crystal gazers or tax picadors. 

Some idea of the thorough treatment may possibly be 
conveyed by the space given to particular subdivisions 
under the income tax law. Nearly two large volumes are 
given to income in its various phases; the latter of Volume 
Il and most of Volume III to deductions, with the -re- 
mainder of the latter volume devoted to credits and 
exemptions; the subjects of Volume IV include special 
classes of taxpayers—such as estates, trusts, partnerships, 
insurance companies and nonresident aliens—returns, and 
accounting and taxable periods; Volume V covers adminis- 
trative phases of taxation—assessment, collection, practice 
before the Board of Tax Appeals, refunds, valuations, etc.; 
and the final volume consists of tables and indices. 

As a supplement to a Service providing current tax in- 
formation, the work deserves a place as a working tool for 
both tax practitioners and taxpayers. 


Essays in Illinois Taxation, by Barnet Hodes, member 
of the Illinois Tax Commission. Publishers, Reilly & Lee, 
Chicago, 154 pages. Price, $1. 

This book consists of three “essays”; one entitled “The 
Illinois Taxing System,” another “The Illinois Capital 
Stock Tax,” and the third “Assessment of Railroads” in 
Illinois. 

The author has provided in readable form a description 
of the so-called tax system in Illinois. Unfortunately less 
than adequate consideration is given to the gist of the 
Illinois tax travesty—the sorry spectacle of an antiquated, 
unworkable and inequitable general property tax being 
supplemented by such a tax monstrosity as an alleged oc- 
cupational tax (in fact a retail sales tax) which imposes 
a tax burden in inverse ratio to ability to pay, and thereby 
accentuates the evil economic effects of the property tax, 
from which, in practice, intangible personal property 
largely escapes. 


How to Understand Money, by Lewis H. Haney, pro- 
fessor of economics, New York University. Publishers, 
Farrar & Rinehart, New York. 33-page 5x73 in. booklet. 
Price, 25 cents. 

The subject of this dissertation has but a remote relation 
to taxation in that it involves only a consideration of the 
medium with which tax debts are paid. However, if one 
really understood money he might find that the knowledge 
facilitated acquisition of the wherewithal to pay the tax 
collector. 

In these days when there is much glib talk about “check- 
book money,” “bankers’ money,” “printing-press money,” 
“managed currency,” etc., it is no more than proper that 
the views of experts on the subject should at least be taken 
into account. Professor Haney frankly claims not only 
that he is a trained economist and an unbiased one, but 
that he understands money, and believes it within the 
realm of possibility for the ordinary person to understand 
it, too. 

In this booklet an attempt is made to pass on the fun- 
dameptal principles about money and to explain why some 
of the current notions about it are fallacious. 


Among the topics of current interest that are discussed 
are bimetallism, symmetalism, the “commodity dollar,” 
“deposit currency,” and the question as to whether bank 
deposits can be pyramided upon bank deposits, almost 
without limit, and loans be made accordingly. 


Even one who cannot agree with all of Professor 
Haney’s conclusions will find the exposition enlightening. 


Your Difficult 
Tax Problem 


may be one of 


CONFLICT OF 
LAWS 


On all interstate tax matters, consult 


BEALE’S 
CONFLICT OF LAWS 


by Josepu H. BEALE 


Royall Professor of Law, Harvard University 


Here, you will find fully cov- 
ered, Limits of Power of a State 
to Tax a certain thing both for 
the property tax, the inheritance 
tax, the incoine tax, and excess 
taxes. Cases from all states are 
cited and particularly notice has 
been taken of late U. S. Supreme 
Court cases. | 





Baker, Voorhis & Co. 
119 Fulton St., New York City 

Please send me one set of “Beale on the Conflict of 
Laws,” 3 vols., $30.00, for five days’ examination. At the 


end of that time I will either send you my check for $30.00, 
or return the books to you. 




























































































MASSACHUSETTS—C ont. 


*H. B. No. 2004 pertains to exemptions 
from taxation of property of certain per- 
sons. Approved May 24, 1935. This bill 
becomes Chapter 294. 

*H. B. No. 2039 pertains to redemption 
of a tax title held by a city or town. Ap-| 
proved May 21, 1935. This bill becomes 
Chapter 278. 

*%*H.-B. No. 2072 pertains to tax liens 
on real estate in case of bankruptcy of 
the owner thereof. Approved May 17 
1935. This bill becomes Chapter 269. 

H. B. No. 2171 pertains to interest on 
tax titles and redemption. 

B. Nos. 2176 and 2190 provide for | 
redemption in part from tax sales. 
No. 2067 pertains 
to the licensing of public warehouses. Ap- 
proved May 29, 1935. This bill becomes 
Chapter 310. 





MICHIGAN 


Adjournment.—The regular 1935 session 
adjourned May 25, 1935 to reconvene June 
21, 1935 and adjourn sine die June 22, 1935. 
Following is a list of laws affecting taxa- 
tion enacted and not previously reported. 

Chain Store Tax.—¥S. B. 435 (P. A. 
177) makes the chain store tax apply to 
branch or chain counties as well. Ap- 


proved June 6, 1935. 


Commercial Forest Reserves.—%S. B. 
286 (P. A. 163) reduces taxes on com- 
mercial forest reserves from 10¢ to 3¢ per 
acre. Approved June 6, 1935. 


Corporation Taxes.—S. B. 
102) defines “capital” and “capital stock” 
to exclude capital of a corporation 


proved May 28, 1935. 


Delinquent Taxes.—%H. B. 
73) requires monthly returns of delinquent 
taxes by county treasurers 
Auditor. Approved May 18, 1935. 


Gasoline Tax.—¥S. B. 290 (P. A. 166) 
amends gasoline tax law, enlarges defini- 


tion of gasoline etc. Approved June 6, 
1935. 


Homestead—State Lands.—*S. B. 410 
(P. A. 162) provides that lands deeded to 
state shall not be subject to entry as home- 
stead. Approved June 6, 1935. 


Household Furniture—H. B. 373 
(P. A. 83) exempts household furniture etc. 
to $1,000, instead of $500. Approved May 
27, 1935. 


Inheritance Tax—yS. B. 414 (P. 
161) increases inheritance tax rates. 
proved June 6, 1935. 


Loans in Anticipation of Taxes.—* 
H. B. 198 (P. 
anticipating taxes shall not exceed 10% 
of levy. Approved May 18, 1935. 


Motor Vehicles.—¥S. B. 353 (P. A. 160) 
requires payment of $25, investigation 
where applicant for license of car pur- 
chased in another state cannot produce cer- 
tificate of title. Approved June 6, 1935. 


Payment of Taxes.—xS. B. 392 (P. A. 
186) permits municipal and Home Owners 
Loan bonds to be accepted for payment of | 
taxes delinquent prior to March 10, 1935. | 
Approved June 6, 1935. 


Ap- 
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Sales Tax Exemptions.—%S. B. No. 78 
(P. A. 77) exempts from the sales tax sales 
for consumption or use in an industrial 
processing or agricultural producing. Ap- 
proved May 23, 1935. 


Tax on Undivided Shares—yS. B. No. 
99 (P. A. 54) permits payment of portion 
|of tax on an undivided share in real prop- 


erty by person owning share. Approved 
May 13, 1935. 


Utility Taxes—Installment Payment.—_® 


| H. B. No. 501 (P. A. 104) permits payment 


| of specific taxes one-half July 1 and balance 


| 


| Nov. 1 without penalty. Approved May 28, 
| 1935. 
MISSOURI 


Adjournment.—The legislature adjourned 
May 29, 1935. A final list of approvals 


| will be reported in the August issue of 


THE 


TAX MAGAZINE. 
Delinquent Income Tax Collection.—*% 


|H. B. No. 3 relates to collection of delin- 





quent taxes. Approved June 5, 1935. 


Inheritance Tax.—yS. B. No. 107 re- 
lates to the collection of inheritance taxes. 
Approved June 4, 1935. 


Sales Tax.—%x H. B. No. 198 repeals and 
reenacts the sales tax law increasing the 
rate to 1%. Approved June 5, 1935. 


NEBRASKA 
Adjournment.—The 1935 regular session 


|of the Nebraska Legislature which con- 
199 (P. A. | 


vened on January 1, 1935 adjourned sine 
die May 25, 1935. Below is the final list 
of tax measures approved by the Governor 
not heretofore reported. 


Aircraft—S. B. No. 30 creates an 
aeronautics commission and provides for 
licensing and regulating of aircraft and 
the payment of a fee of $2.50. Approved 
May 27, 1935. 


Foreign Corporations’ Occupation Tax. 
—*H. B. No. 235, provides for an occupa- 
tion tax on foreign corporations to be 
measured by all of the property and credits 
employed in their business in this State. 


| Approved May 24, 1935. 


Gasoline Tax.—y%eH. B. No. 419 defines 


| the word “distributor” as used in reference 


to the sales of motor fuels and regulates 
the capacity of fuel tanks used by dis- 
tributors. Approved May 17, 1935. 

*S. B. No. 287 relates to motor vehicle 
fuels, provides regulations for transporta- 
tion of same and provides for designation 
of highways over which such motor fuels 


may enter the State. Approved April 11, 
1935. 


Insurance.—¥S. B. No. 240 provides 
that any non-resident stock company writ- 
ing compensation insurance in the State 
shall be taxed 2%. Approved May 23, 1935. 


Liquor Control Act.—H. B. No. 128, 
creates a liquor control commission, pro- 
vides for license fees on distillers ($1,000), 
brewers ($100 to $800), wineries ($250), 
liquor wholesalers ($500), beer wholesalers 
($250), retailers (varying rates). Tax on 
beer is 3¢ per gallon; wine up to 14%, 
'per gallon; over 14%, 15¢ per gallon; alco- 


hol and spirits 50¢ per gallon. Approved 
| May 24, 1935. 


| where there are any delinquent personal 
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Motor Vehicles—%*S. B. No. 5 make; 
automobile registration fees delinquent, in 
counties of over 80,000 people if not paid 
by February Ist, beginning in 1936. Ap. 
proved May 27, 1935. 

*S. B.-No. 32 provides that motor buses 
cars for hire having a capacity over 7 
passengers, cars or trucks used as wrecker; 
or for touring purposes, motor trucks ani 
combinations shall be equipped with port. 
able flares. Approved May 13, 1935. 

*S. B. No. 115 provides a ten day limit 
on special permits for the operation of 
motor vehicles or combinations of vehicles 
which exceed the legal specifications of 
size. Approved May 27, 1935. 

*H. B. No. 70 prohibits the issuance or 
transfer of any motor vehicle license 
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taxes on the car. Approved May 20, 1935, 

*H. B. No. 90 requires payment of 
motor vehicle taxes before registration 
certificate shall be issued. Approved May 
21, 1935. 

*H. B. No. 537 provides a penalty for 
making false affidavit as to name and post 
office address in the registration of a motor 
vehicle. Approved May 3, 1935. 


Property Taxes.—¥%xS. B. No. 22 amends 
Sec. 16-667, Neb. Supp. 1933, relating to 
municipal corporations to provide that 
cities of more than 5,000 and less than 
25,000 inhabitants may levy a property tax 
for park purposes. Approved May 27, 1935 

B. No. 215 authorizes county 
boards and municipal bodies to impose half 
mill levies for two years for relief purposes 
Approved May 23, 1935. 

*H. B. No. 78 cancels the interest on 
delinquent taxes for 1933 and prior years 
if paid by September 30, 1936. Approved 
May 27, 1935. 
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*%*H. B. No. 424 provides that the™ 
maximum levy for ordinary revenue inffon c¢ 
|counties of 35,000 population is not to 5 
exceed four mills. Approved May 27, 1935 Li 

*H. B. No. 500 provides for a special lishe 
annual tax levy to constitute a sinking fund APP! 
for school purposes. Approved May 16, Chay 
1935. * 

*H. B. No. 684 provides for tax fore- Base | 
closure procedure by counties. Approved B)ill 
May 10, 1935. Wo 

Warehouses (Farm).—%*H. B. No. 130, Bbeve 
amends Secs. 88-321, 88-323—88-326, C. S. Bholi 
Supp. 1933, relating to farm warehouses §3, 1‘ 
and provides that the State Railway Com- M 
mission shall fix the rates of fees to be th 
charged for a warehouse certificate. Ap- sah 
proved March 29, 1935. bs 

vide 
NEW HAMPSHIRE - 

Adjournment.—The legislature adjourned § Thi 
June 20, 1935. A final list of approvals will R 
be reported in the August issue of THE Tax a 
MAGAZINE. Tal 

Beer Tax.—H. B. No. 437 imposes a tax J Jun 
of $1.00 on each barrel of beer sold. 268 


Passed both Houses. 


Foreign Bakers —H. B. No. 405 relates 
to license fees for foreign bakers distribut- 


ing baked goods in the state. Killed in 
Senate. 


Intoxicating Liquors.—S. B. No. 55 and 


H. B. No. 403 relate to the regulation ol 
the traffic in intoxicating liquor. Passed : 
both Houses. - 
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Legacies and Succession.—H. B. No. 432 
ncreases the tax on legacies and succes- 
ion. Passed House. 


Tax Exemption.—H. B. No. 428 grants ex- 
mption of improvements and alterations 
n buildings from taxation. Killed in 
rouse. 


Town Tax Collectors.—%*H. B. No. 101 
elates to the duties of town tax collectors 
\pproved May 21, 1935. 


Truck Fee—yS. B. No. 53 relates to 
fees for trucks moving from point to point. 
Approved June 7, 1935. 


Trucks.—_% H. B. No. 319 allows trucks 
used for agricultural purposes to be reg- 
istered for 1/10 of truck fee. Approved 
April 11, 1935. 


Weighing and Measuring Devises.— 
1. B. No. 424 provides for the registration 
of weighing and measuring devises. Killed 
in Senate. 


Wholesalers’ License.—S. B. No. 60 re- 
lates to fees of wholesalers. Killed in 
Senate. 


NEW JERSEY 


Income Tax.—H. B. No. 294 imposes a 
tax on general income for unemployment 
relief. Killed in House. 


Inheritance Taxes.—S. B. No. 48 re- 
peals the Act of July 11, 1934, empowering 
the Commissioner to settle inheritance 
taxes in litigation. Approved June 10, 1935. 
This bill becomes Chapter 267. 


Licenses.—y%eH. B. No. 194 amends 
pharmacists’ license law. Approved May 
31, 1935. This bill becomes Chapter 232. 

*H. B. No. 314 licenses barbers. Ap- 
proved June 10, 1935. This bill becomes 
Chapter 266. 

H. B. No. 409 reduces the license fee 
on certain fishing vessels. 


Liquor Taxes.—S. B. No. 291 estab- 
lishes a $5 fee for permit for solicitor. 
Approved June 8, 1935. This bill becomes 
Chapter 256. 

*S. B. No. 294 amends alcohol bever- 
age tax law. Approved June 8, 1935. This 
bill becomes Chapter 297. 

*H. B. No. 398 places dealers in ware- 
house receipts and solicitors of alcoholic 
beverage orders under provisions of Alco- 
holic Beverage Tax Act. Approved June 
3, 1935. This bill becomes Chapter 235. 


Motor Vehicles.—H. B. No. 400 increases 
the excise tax on interstate buses. 


Property Taxes.—y%eH. B. No. 256 pro- 
vides for taxation of state lands in munici- 
palities where such lands exceed 10 per 
cent of entire area. Approved June 8, 1935. 
This bill becomes Chapter 250. 


Retail Sales Tax.—ykH. B. No. 296 im- 
poses a 2 per cent retail sales tax from 
July 1, 1935, to June 30, 1938. Approved 


> 11, 1935. This bill becomes Chapter 


NORTH CAROLINA 


Below is the final list of tax measures 
Which were ratified and not heretofore re- 
ported. ( Adjourned May 11, 1935.) 


Oleomargarine Excise Tax.— x H. B. No. 
683 provides for a ten cent tax on oleo- 


11935 session. 
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peanut, corn, soy bean, cattle, hog, lard, |institutions for 1935 and 1936 which were 


milk, and fat oils. 


Sales Tax.—y%H. B. No. 1359 provides 
that sales tax exemptions shall include 
fresh liquid milk, whether sold by the pro- 
ducer or purchaser for re-sale and provides 
that exemptions shall not extend to manu- 
facturers or producers who become mer- 
chants in the ordinary meaning of the 
term, and who maintain a store or stores 
for the retail sale of merchandise nor to 
the sale of their own products through such 
retail stores, nor to the sale of their 
products through merchants acting as 
agents for the manufacturer, nor to the 
sale of products by peddlers. Ratified 
May 11, 1935. 

*H. B. No. 1497 amends Sec. 100 of 
the Revenue Act of 1935 by providing that 
license taxes imposed shall apply on and 
after June 1, 1935. Ratified May 11, 1935. 


OHIO 


Adjournment.—The legislature adjourned 
sine die as of May 23, 1935, but actually 
on June 4, 1935. The following constitutes 
a final summary of tax legislation of the 


Alcoholic Beverage Taxes.—% H. B. No. 
172 provides for repeal of the excess gross 
= tax on liquor. Approved June 4, 
1935. 

*S. B. No. 2 amends the liquor laws 
pertaining to the Department of Liquor 
Control, the Liquor Control Act and the 
trafic in beer and _ intoxicating liquor. 
Approved June 5, 1935. 


Cigarette Tax.— yk H. B. No. 334 provides 
for the continuance of the excise tax on 
sales of cigarettes during the first ten 
months of 1936. Approved May 29, 1935. 


Gasoline Tax.—xH. B. No. 341 amends 
Secs. 5527, 5528, 5528-2, 5529-1, 5531, 5532, 
5534, 5541-7, 5542-2 to 5542-5, 5542-7, 5542-i2 
and 5542-14 and enacts supplemental Secs. 
5532-1, 5542-13a to 5542-13c, G. C., relative 
to the motor vehicle fuel tax and liquid 
fuel tax. Approved May 31, 1935. 


vehicles, by revising the schedule of fees 
and changing the dates of registration. 
Approved May 29, 1935. 

*H. B. No. 113 changes the date of 
registration from January 1 to April 1, 
annually. Approved May 29, 1935. 

*H. B. No. 232 exempts school busses 
from annual license taxes. Approved June 
5, 1935. 

*H. B. No. 538 excludes threshing ma- 
chines and tractors from registration. Ap- 
proved June 4, 1935. 

*S. B. No. 47 changes the date for 
payment of taxes by motor transportation 
companies. Approved June 4, 1935. 


Property Taxes.—%H. B. No. 154 per- 
mits county auditors to remit penalties on 
delinquent taxes for five years after the 
abrogation, if any, by the Legislature. 
Approved June 4, 1935. 

*H. B. No. 315 authorizes the use of 
liquidated claims against political sub- 
divisions in making tax payments. Ap- 
proved May 22, 1935. 

*S. B. No. 144 amends Secs. 5609 and 
5610, G. C., relating to complaints against 
assessments. Approved May 31, 1935. 

*S. B. No. 323 permits the Tax Commis- 


Motor Vehicle Registration —H. B. | 
| No. 112 revises the laws relating to motor 


Ratified May 7, 1935.| placed in receiverships, etc., prior or sub- 


sequent to 1933. Approved May 31, 1935. 
*S. B. No. 336 authorizes municipalities 
to hold special elections on operating 
levies prior to December 31, 1936. Ap- 
proved June 5, 1935. 


Sales Tax.—S. B. No. 16 amends Sec. 
5546-7, G. C., relative to the powers and 
duties of the State Treasurer and county 
treasurers with reference to the admin- 
istration of the sales tax. Approved May 
29, 1935. 

*S. B. No. 329 provides for refunds of 
sales taxes erroneously assessed. Ap- 
proved June 4, 1935. 


Utilities Taxes —yS. B. No. 107 amends 
Sec. 5416, G. C., defining gas companies, 
natural gas companies, intrastate toll 
bridge companies and other companies and 
terms used in connection with the taxation 
of public utilities. Approved May 14, 1935. 


OKLAHOMA 


Adjournment.—The Legislature adjourned 
on April 30, 1935, as reported in the June 
issue of THE Tax Macazine. The follow- 
ing additional bills were subsequently ap- 
proved. 

Constitutional Amendments.—xH. J. R. 
No. 4 proposes homestead exemption of 
$2,000. Approved May 15, 1935. 

*H. J. R. No. 34 proposes amendment 


| authorizing graduated land and gross pro- 


duction taxes. Approved May 15, 1935. 


Licenses.—y%H. B. No. 264 regulates 
practice of engineering and creates an 


engineering board. Approved May 14, 
1935 


+H. B. No. 309 provides for greenhouse 
registration. Approved May 14, 1935. 


Petroleum Taxes.—%H. B. No. 591 pro- 
vides for confiscation of vehicles transport- 


ling crude oil to evade payment of gross 


production tax. Approved May 15, 1935. 


PENNSYLVANIA 


Adjournment.—The Legislature adjourned 
June 22, 1935. Final approvals will be re- 
ported in the August issue of THrE Tax 
MAGAZINE. 


Amusements Tax.—H. B. No. 936 levies 
a tax on admissions to amusements. Ap- 
proved June 22, 1935. 


Check Tax.—H. B. No. 2853 imposes a 
two-cent tax on checks, drafts, etc. Killed 
in Senate. 


Cigarette Tax.—xH. B. No. 862, levies a 
tax of one cent per ten cigarettes or frac- 
tion thereof. Approved June 15, 1935; 
effective 30 days thereafter. This bill be- 
comes Act No. 155. 


Corporate Net Income Tax.—H. B. No. 
2925 changes time of payment of corporate 
net income tax imposed by Act No. 91, 
Laws 1935. Passed House. 


Documentary Stamp Tax Act.—yH. B. 
No. 3025 amends Secs. 2 and 3 of the Act 
approved May 16, 1935. Approved June 22. 


Excise Tax.—H. B. No. 2904 imposes an 
excise tax on sales of cosmetics. Killed 
in Senate. 


Gasoline Tax.—S. B. No. 1458 requires 
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which fuels are used or delivered, and 
changes method of appropriating counties’ 
share. Passed Senate. 

*H. B. No. 1418 which increases the gaso- 
line tax by levying an additional emer- 
gency tax was amended in the Senate to 
reduce the increase to 1 cent and was then 
passed by Senate. Approved June 22, 1935. 


Inheritance Tax.—H. B. No. 2665 repeals 
act exempting estates passing to munici- 
palities for exhibition purposes from in- 
heritance tax. Passed House. 

H. B. No. 2827 imposes a graduated in- 
heritance tax. Passed House. 


Mercantile License Tax.—H. B. No. 2661 
increases mercantile tax. Killed in Senate. 

H. B. No. 2876 proposes a two-mill in- 
crease in mercantile license taxes for two 
years. 


Municipal License Taxes — Transient 
Merchants.— yx H. B. Nos. 1151-1153 amend 
the provisions relative to municipal licensing 
of transient merchants by townships, cities of 
the third class and boroughs to add an 
exemption in favor of manufacturers or 
producers of bread and bakery products, 
meat and meat products, and milk and 
milk products. All approved May 9, 1935; 
effective September 1, 1935. These bills 
become Acts No. 65-67, respectively. 


Personal Net Income Tax.—H. B. No. 
1473 was again amended in the Senate to rein- 
sert the graduated rate of tax. In hands of 
Governor. 


Property Taxes—H. B. 925  pro- 
vides for new State 1 mill tax on personal 
property and corporate loans. Approved 


June 22. 

*H. B. No. 1615 provides for the 
assessment of seated lands divided by 
the boundary line between two town- 
ships. Approved June 11, 1935; effec- 
tive immediately. This bill becomes Act 
No. 133. 


%*H. B. No. 2167 provides for releasing 
parts of the real property of a corporation 
from the lien of taxes upon payment of a 
proportionate share of such taxes. Ap- 
proved June 11, 1935; effective immediately. 
This bill becomes Act No. 138. 

H. B. No. 2586 amends delinquent tax 
sales act of 1931 by extending period of 
redemption to 5 years. Passed Senate. 


S. B. No. 106 proposes constitutional 
amendment to exempt certain property 
from uniformity clause. Passed Senate. 


*S. B. No. 561 provides for consolida- 
tion of assessments in second class cities 
A and abolishes the department of as- 
sessors in such cities. Approved April 26, 
1935; effective September 1, 1935. This 
bill becomes Act No. 39. 

S. B. No. 1296 provides for abatement 
of penalties and interest on delinquent 1935 
taxes. Passed House. 

S. B. No. 1346 changes date for begin- 
ning of installments in tax penalty abate- 
ment bill. Passed House. 

S. B. No. 1482 limits levies that may be 
made by boroughs. Passed Senate. 


Trust, etc., Companies—Share taxes.—H. 
B. No. 2569 further modifies the procedure for 
settlement and collection of tax on shares 
of stock of title insurance and trust com- 
panies; changes manner of determining 
value of such shares. Passed House. 
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RHODE ISLAND 


Below is a list of tax measures enacted 
at the special session of the legislature ad- 
journed May 29, 1935. 


Collection of Taxes.—%H. B. No. 578-X 
amends Section 14 of Chapter 62 of the 
General Laws concerning the collection of 
taxes; repeals section 15, amends section 
40, and adds to said chapter six new sec- 
tions. Approved June 3, 1935. 


Levy and Assessment of Taxes.— yx H. B. 
No. 579-X amends Sections 6, 7, 15 and 18 
of Chapter 60 of the General Laws, con- 
cerning the levy and assessment of taxes. 
Approved June 3, 1935. 


Liquor Reshipments.—% H. B. No. 561-X 
allows rebates of service charges on re- 
shipments out of state of liquors. Ap- 
proved June 3, 1935. 


Liquor Service Charges.—H. B. No. 536-X 
amends Section 40 of Chapter 2013 of the 
Public Laws, January Session, 1933, relat- 
ing to control of manufacture, transporta- 
tion, possession and sale of alcoholic 
beverages. Vetoed June 3, 1935. 

* H. B. No. 573-X amends Section 5 of 
Chapter 2013 of the Public Laws, January 
Session, 1933, relating to control of manu- 
facture, transportation, possession and sale 


of alcoholic beverages. Approved June 3, 
1935. 


Motor Vehicles.—%H. B. No. 503-X pro- 
vides for the safety and regulation for 
the use of highways by motor vehicles 
transporting property for hire in the state 
and for the supervision and control of such 


motor vehicles and such transportation. 
Approved May 28, 1935. 


Slaughter Houses.—y%eH. B. No. 545-X 
concerns the inspection of slaughter houses. 
Approved June 3, 1935. 


SOUTH CAROLINA 


Below is final list of tax measures ap- 
proved which have not been previously re- 
ported. 


Aircraft—S. B. No. 203 provides for 
the regulation of aeronautics. Approved 
May 21, 1935. 


Alcoholic Beverages.—%S. B. No. 535 
amends the beer act to allow municipal 


licenses for deliveries to wholesalers. Ap- 
proved April 25, 1935. 


Banks.—%H. B. No. 1026 authorizes 
banking institutions to issue preferred 
stock and make amendments to their. ar- 
ticles of association for that purpose; au- 
thorizes such preferred stock to be included 
in determining whether such institutions 
have complied with minimum capital or 
capital stock requirements; and exempts 
such preferred stock from assessment and 
the holders of same individually from obli- 
gations of such institutions and from as- 
sessments to restore impairment of their 
— or capital stock. Approved June 5, 
1935. 


Liquor, Utilities, Real Estate.—yH. B. 
No. 301 provides for the taxation of public 


utilities, liquor and real estate. Approved 
May 18, 1935. 


Property Taxes.—y%H. B. No. 817 pro- 
vides a legal remedy in case of taxes erro- 
neously levied by municipal corporations. 
Approved May 22, 1935. 


on May 11, 
issue of THe Tax Mac AZINE. The following 
additional approvals and vetoes are re. 
ported. 


commercial fishing license law. 
May 23, 1935. 





slot machines. 


on highways. 


July, 1935 


Rolling Stores—yxH. B. No. 1005 re. 
quires the licensing of “Rolling Stores’”’ ip 
certain counties. 


Approved May 18, 1935, 


TEXAS 


Adjournment.—The Legislature adjourned 
1935, as reported in the June 


Improvement Districts.—%H. B. No. 863 


validates all proceedings, orders, and reso- 
lutions of water improvement districts: 
authorizes the levy of ad valorem taxes of 
such districts. 


Approved May 21, 1935. 
Inheritance Taxes.—%x H. B. No. 682 per- 


tains to appraisement of estates for inherit- 
ance tax purposes. 


Approved May 30, 1935. 
Licenses.—%eH. B. No. 60 amends the 
Approved 


H. B. No. 223 levies license taxes on 
Approved May 29, 1935. 
Motor Vehicles.—xS. B. No. 153 pertains 


to unpaid checks given in payment of mo- 
tor vehicle fees. 


Approved May 17, 1935. 
*S. B. No. 265 prescribes procedure for 


obtaining license as “transportation agent” 
of motor vehicles. 


Approved May 18, 1935. 
B. No. 691 regulates auto caravans 
Approved May 21, 1935. 


Property Taxes.— XS. B. No. 355 creates 


a conservation and reclamation district to 
be known as Colorado River Authority. 
Approved May 21, 1935. 


*S. B. No. 435 provides for a more eff- 


cient method in which taxes of water con- 
trol 


districts, etc., may be _ collected. 


Approved May 22, 1935. 

*S. B. No. 509 amends the law relative 
to refunding bonds of conservation anid 
reclamation districts and the tax levies 
therefor. Approved May 20, 1935. 

*S. B. No. 527 pertains to monies de- 
posited to the credit of the county and road 
— highway fund. Approved May 18, 
1935 

*H. B. No. 237 appropriates 5 million 
dollars for public school interest and lev- 
ies taxes. Approved May 29, 1935. 

*H. B. No. 302 amends the school dis- 
trict tax law. Approved May 17, 1935. 

*H. B. No. 312 requires reciprocal pay- 
ments of taxes, fees, and deposits of securi- 
ties for insurance companies and fraternal 
benefit societies in other states. Approved 
May 17, 1935. 

*H. B. No. 320 validates all school dis- 
trict bonds and tax levies. Approved May 
10, 1935. 

H. B. No. 420 prescribes duties of tax 
— and assessors. Vetoed May 1/7, 
1935. 

*H. B. No. 603 amends the law relative 
to state purchase of lands sold for non-pay- 
ment of taxes. Approved May 17, 1935. 

%* H. B. No. 823 pertains to how improve- 
ment districts may pay their indebtedness 

upon dissolution. Approved May 30, 1935. 

H. B. No. 867 creates the Lower Rio 
Grande Flood Control District without 
= to levy taxes. Approved May 1/, 

H. B. No. 914 creates the San Jacinto 
River Conservation and Reclamation dis- 
trict. Vetoed May 30, 1935. 

*H. B. No. 999 provides for submitting 
the question of issuance of improvement 
bonds in Hidalgo County and the levy of 
7 a 3 payment thereof. Approved May 
17, 1935. 
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WISCONSIN 


Alcoholic Beverages—A. B. No. 649 
amends paragraph (c) of subsection (10) 
of Sec. 68.05 of the Statutes, relating to 
restrictions on brewers, bottlers and whole- 
salers of fermented malt beverages. Passed 
Assembly May 27, 1935. 

A. B. No. 858 amends subsection (7) of 
Sec. 139.03, subsection (1) of Sec. 139.30, 
subsections (la) and (9) of Sec. 176.05, and 
subsection (3) of Sec. 176.70; and creates 
subsection (1b) of Sec. 139.26, subsections 
(1d), (le), (1f), (9a) and (18) of Sec. 176.05, 
subsection (2) ‘of Sec. 176. 10, subsection (8) 
of Sec. 176.18 and subsections (2)... (za). 
and (2b) of Sec. 176.43 of the Statutes, 
relating to the manufacture and sale of 
intoxicating liquors and fermented malt 
beverages, and providing penalties. 

A. B. No. 893 creates subsection (4a) of 
Sec. 176.05 of the Statutes, relating to the 
issuing of licenses for the sale of intoxi- 
cating liquors to country clubs. 


A. B. No. 915 amends subsection (5) of 
Sec. 176.05 of the Statutes, relating to 
ig licenses. Passed Assembly June 5, 
1935. 

A. B. No. 916 amends subsections (6) and 
and (7) of Sec. 139.03 of the Statutes, 
relating to pledging of fermented malt bev- 
erage and intoxicating liquor occupational 
tax stamps as collateral security for loans. 

A. B. No. 917 amends subdivision 1 of 
paragraph (m) of subsection (10) of Sec. 
66.05 of the Statutes, relating to intoxicat- 
ing liquor, and providing a penalty. 

A. B. No. 937 amends subsections (2) and 
(3) of Sec. 176.06 of the Statutes, relating 
to closing hours for taverns. 

*S. B. No. 11 provides special aid to 
elementary public schools and public high 
schools from the revenue derived from the 
occupational tax on intoxicating liquor. 
Approved April 1, 1935 as Ch. 20. 

S. B. No. 89 repeals sub-section (3) of 
Sec. 176.06 of the Statutes, relating to clos- 
ing hours of taverns holding class “B” 
licenses to sell intoxicating liquors. Passed 
Senate May 29, 1935. 


*S. B. No. 139 amends the table in sub- 
section (1) of Sec. 139.26 of the Statutes, 
relating to the occupational tax on intoxi- 
cating liquors. Approved May 29, 1935 as 
Ch. 105. 

S. B. No. 231 amends paragraph (f) of 
subsection (10) of Sec. 66.05 of the Stat- 
utes, relating to class “A” retailers’ licenses 
for the sale of fermented malt beverages. 
Withdrawn May 29, 1935. 

S. B. No. 382 creates Sec. 176.51 of the 
Statutes, relating to the advertising of in- 
toxicating liquor or fermented malt bever- 
ages and providing a penalty. 

S. B. No. 383 repeals paragraph (f) and 
amends subdivision 4 of paragraph (c) and 
subdivision 2 of paragraph (d) of subsec- 
tion (10) of Sec. 66.05 of the Statutes, 
relating to licenses for the sale of fer- 
mented malt beverages at retail. 


S. B. No. 445 amends Sec. 176.62 of the 
Statutes, relating to the seizure and con- 
fiscation of certain property manufactured 
or sold in violation of law. 

S. B. No. 472 creates subsection (ig) of 
Sec. 176.05 of the Statutes, relating to the 
sale of intoxicating liquors. 

S. B. No. 473 creates Sec. 176.75 of the 
Statutes, relating to intoxicating liquor 
stored in bonded warehouses. 





Banks.—y%A. B. No. 370 provides that 
trusts created by stabilized banks shall not 
be considered as separate taxable entities. 
Approved June 17, 1935, as Ch. 168. 


Chain Store Tax.—A. B. No. 144 creates 
Sec. 234.26 of the Statutes, relating to in- 
validity of terms in leases providing for 
payment of chain store tax by landlord, and 
providing a penalty. Killed in Senate June 
14, 1935. 

A. B. No. 875 creates subsection (10) of 
Sec. 20.07 and subsection (12) of Sec. 76.75 
of the Statutes, relating to the occupational 
tax on chain stores. 

































Emergency Relief Income—Inheritance 
and Dividends Taxes.—A. B. No. 661 amends 
paragraph (a) and subdivision 2 of para- 
graph (5) of subsection (2) of Sec. 2, sub- 
section (5) of Sec. 3, subsection (4) of Sec. 
4, subsection (6) of Sec. 5, subdivisions 2 
and 5 of paragraph (c) of subsection (3) 
of Sec. 6 of Ch. 15, Laws of 1935, relating 
to correction and classification of the 
emergency relief act. Passed Assembly 
May 21, 1935. 

A. B. No. 982 amends subsection (3) of 
Sec. 3 of Ch. 15, Laws of 1935, relating 
to the collection of the emergency relief 
tax on transfers of property. 

A. B. No. 988 amends additional income 
tax; imposes gift and estate taxes; chain 
store tax; additional taxes on telephone ex- 
changes and toll business, on gas energy 
and electric heating energy sold within the 
state. 


Forest Crop Tax.—%S. B. No. 129 
amends subsection (1) of Sec. 77.05, sub- 
section (1) of Sec. 77.06 and paragraph (b) 
of subsection (2) of Sec. 77.10 of the Stat- 
utes, relating to forest crop lands. Ap- 
proved May 31, 1935 as Ch. 109. 


General—S. B. No. 161 repeals Sec. 
70.87; creates Sec. 70.045; and amends sub- 
section (6) of Sec. 40.32, subsection (1) 
of Sec. 70.04, Secs. 70.05 and 70.055, sub- 
section (10) of Sec. 70.30, subsection (1) of 
paragraph (d) of subsection 3, and sub- 
sections (4), (5), (7) and (11) of Sec. 
70.64, subsection (1) of Sec. 70.65, subsec- 
tion (1) of Sec. 70.75, Sec. 70.85, subsection 
(1) of Sec. 73.03, subsection (2) of Sec. 
73.07 and subsection (1) of Sec. 75.54 
of the Statutes, relating to assessments, 
powers of the tax commission, appeals and 
valuations. Passed Senate June 17, 1935. 

S. B. No. 215 repeals Sec. 70.67 of the 
Statutes, relating to the bond of local 
treasurers. Passed Senate May 21, 1935. 

S. R. No. 77 amends Secs. 1 and 5, 
Art. VIII of the Constitution relating to 
taxation. 
















































































Income Tax.—A. B. No. 622 relates to 
income tax, income tax exemptions and re- 
turns, losses deductible for income tax pur- 
poses and evasion of taxes. Passed 
Assembly May 21, 1935. 

A. B. No. 770 creates subsection (5m) 
of Sec. 71.16 of the Statutes, relating to 
payment of income taxes before appeal 
from assessment. Passed Assembly June 
4, 1935. 

A. B. No. 897 creates subsection (7) of 
Sec. 71.095 of the Statutes, relating to re- 
turns of incomes of executors, administra- 
tors, guardians and trustees being dispensed 
with in certain cases. 

A. B. No. 979 repeals subsections (3), (4) 
and (8) of Sec. 71.095; amends paragraph 
(c) of subsection (3) of Sec. 71.02; and 
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creates said subsection (3) of Sec. 71.095 
of the Statutes, relating to taxation of 
income from property held in trust. 

A. B. No. 980 repeals subsection (14) 
of Sec. 71.16 and Sec. 71.23; creates para- 
graph (f) of subsection (3) of Sec. 71.02; 
amends the title, paragraphs (d) and (f) of 
subsection (3) of Sec. 71.02, the introduc- 
tory paragraph and subsection (5) of Sec. 
71.03, the title, introductory paragraph and 
subsection (4) of Sec. 71.04, subsections 
(2) and (3) of Sec. 71.09, subsection (6) 
of Sec. 71.095, subsection (2), paragraphs 
(b), (d) and (f) of subsection (3), subsec- 
tion (4) and paragraph (b) of subsection 
(2) of Sec. 71.115, subsection (1) of Sec. 
71.15, subsection (6) of Sec. 71.17, subsec- 
tion (3) of Sec. 71.19, subsections (1) and 
(2) of Sec. 71.25 of the Statutes, relating 
to the income tax, and providing penalties. 


Initial Fees and Taxes.—xS. B. No. 198 
amends paragraph (c) of subsection (3) of 
Sec. 180.02 of the Statutes, relating to fees 
for filing articles of incorporation and 
—- Approved June 12, 1935 as 

. 143. 


Insurance Agents—yA. B. No. 418 
amends subsection (3) of Sec. 200.13 and 
subsection (1) of Sec. 201.44 of the Statutes, 
relating to resident insurance agents and 
a fees. Approved June 6, 1935 as Ch. 
130. 


Insurance Tax.—A. B. No. 61 repeals 
Sec. 76.36 of the Statutes, repealing the 
provisions under which certain foreign fire 
insurance companies pay reduced license 
fees. Passed Assembly May 21, 1935. 


License Taxes.—yxA. B. No. 112 amends 
subsections (1) and (2) of Sec. 98.12 and 
creates subsection (9m) of Sec. 66.05 of the 
Statutes, relating to regulation of the soda 
water business. Approved June 6, 1935 
as: Ch.. 117. 

A. B. No. 137 repeals and recreates Sec. 
76.75 and creates subsection (7) of Sec. 
20.04 of the Statutes, relating to licenses 
on retail stores, providing a penalty and 
making an appropriation. Passed Assem- 
bly June 11, 1935. 

A. B. No. 366 amends Sec. 129.02 of the 
Statutes, relating to exempting all war vet- 
erans from paying license fees for peddling. 
Passed Assembly May 21, 1935. 

A. B. No. 850 amends subsections (1), 
(6) and (8) and creates subsections (7m) 
and (7n) of Sec. 127.01 of the Statutes, re- 
lating to collection agencies. 

A. B. No. 868 repeals subdivision 4 of 
paragraph (a) of subsection (5) of Sec. 
101.31; amends the introductory paragraph 
and paragraphs (a), (c) and (d) of subsec- 
tion (1), paragraphs (a), (b) and (d) of 
subsection (2) paragraph (d) of subsection 
(4), the introductory paragraph of para- 
graph (b), subdivisions 2 and 3 of paragraph 
(b) and paragraphs (c) and (e) of subsec- 
tion (5), subsection (6), paragraphs (a), 
(b), (c), (d) and (e) of subsection (7), 
subsection (8), paragraphs (b), (c), (e) 
and (f) of subsection (9), paragraph (b) of 
subsection (10), and paragraph (a) of sub- 
section (11) of Sec. 101.31; creates para- 
graph (cm) of subsection (1) and paragraph 
(d) of subsection (8) of Sec. 101.31 of the 
Statutes, relating to architects and profes- 
sional engineers, and providing a penalty. 

A. B. No. 888 creates Sec. 99.436 and 
subsection (7) of Sec. 20.60 of the Statutes, 
relating to licensing of milk dealers pur- 
chasing 
penalty. 


from producers, a 





providing 
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A. B. No. 907 creates Sec. 129.015 and 
amends subsection (14) of Sec. 20.60 and 
Sec. 129.01 of the Statutes, relating to ped- 
dlers and making an appropriation. 

A. B. No. 911 amends Sec. 94.45 of the 
Statutes, relating to a license for treating 
domestic animals and providing a penalty. 

A. B. No. 962 creates Sec. 136.20 of the 
Statutes, relating to licensing of brokers, 
imposing an occupational tax, and provid- 
ing penalties. 

*S. B. No. 206 amends Sec. 129.02 of 
the Statutes, relating to license fees of 
truckers, hawkers or peddlers. Approved 
May 31, 1935 as Ch. 104. 

S. B. No. 421 creates subsection (21) of 
Sec. 20.60 and Sec. 96.325 of the Statutes, 
relating to the sale of agricultural lime, 
providing penalties and making an appro- 
priation. 

S. B. No. 474 creates Sec. 157.15 and sub- 
section (8) of Sec. 20.57 of the Statutes, 
relating to the licensing of cemetery me- 
morial dealers and salesmen, and providing 
penalties. 


Motor Fuel Tax.—A. B. No. 174 amends 
subsection (2) of Sec. 78.14 of the Statutes, 
relating to extending the time in which to 
file claims for gas tax refund. Killed in 
Senate May 24, 1935. 

A. B. No. 869 repeals Sec. 114.17; creates 
Secs. 20.497 and 114.24 to 114.29, and amends 
the introductory paragraph of Sec. 78.02, 
subsection (2) of Sec. 78.14 and Secs. 114.16, 
114.18, 114.21 and 114.22 of the Statutes, 
relating to aeronautics, the Wisconsin 
aeronautic commission, licensing of aircraft 
and pilots, taxation of motor fuel used in 
aircraft, providing penalties and making an 
appropriation. Withdrawn May 21, 1935. 

A. B. No. 910 creates Sec. 93.20 of the 
Statutes, relating to grades of motor fuels, 
and providing penalties. 

S. B. No. 270 authorizes the state treas- 
urer to pay certain motor fuel tax refunds 
where claim was filed therefor but not 
timely. Killed in Assembly May 28, 1935. 


Motor Vehicles——A. B. No. 80 relates 
to registration of motor vehicles. Killed 
in Assembly May 29, 1935. 

A. B. No. 854 amends Sec. 85.82, sub- 
sections (1), (6) and (7) of Sec. 194.01 and 
Sec. 194.02 of the Statutes, relating to reg- 
ulation of common motor carriers of pas- 
sengers by the public service commission. 

A. B. No. 865 repeals subsection (5) of 
Sec. 194.01, paragraph (f) of subsection (1) 
and paragraphs (d), (e) and (f) of sub- 
section (4) of Sec. 194.04 and subsections 
(2) to (6) and paragraph (e) of subsection 
(16) of Sec. 76.54; renumbers paragraph 
(z) of subsection (1) of Sec. 194.04 to be 
paragraph (f) of said subsection and sub- 
sections (10), (11), (12), (14) and (15) of 
Sec. 76.54 to be respectively subsections 
(8), (9), (10), (12) and (13) of said section; 
amends paragraph (e) of subsection (1) 
and subsection (2) of Sec. 194.04, Sec. 
194.09, subsection (8) of Sec. 194.18, sub- 
section (1) of Sec. 194.23, subsections (1) 
and (4) of Sec. 194.34, subsection (3) of 
Sec. 194.36, the introductory paragraph of 
subsection (1) of Sec. 194.41, Sec. 194.43, 
and paragraph (a) of subsection (1), sub- 
sections (7), (8), (9), (13), the introductory 
paragraph, and paragraphs (a), (b), (c), 
(f), (gz) and (h) of subsection (16) and 
subsection (17) of Sec. 76.54; and creates 
subsections (5), (19) and (20) of Sec. 
194.01, paragraphs (d) and (e) of subsec- 
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tion (4) of Sec. 194.04, subsection (3) of 
Sec. 194.05, Secs. 194.091 to 194.093 and 
194.125 and subsections (2), (3) and (4) of 
Sec. 76.54 of the Statutes, relating to motor 
carriers of persons or property and a ton 
mile tax for the operation thereof. 

A. B. No. 876 creates Secs. 20.125 and 
85.075 of the Statutes, relating to motor 
vehicles maintenance, examiners of motor 
vehicle mechanic applicants, licensing of 
motor vehicle mechanics. 

A. B. No. 939 amends paragraph (d) of 
subsection (16) of Sec. 76.54 of the Stat- 
utes, relating to private motor carriers. 

A. B. No. 971 creates subsection (2a) 
and amends subsections (3) and (4) of Sec. 
194.34 of the Statutes, relating to licenses 
of contract motor carriers. 

*S. B. No. 193 amends subsection (5) 
of Sec. 85.01 of the Statutes, relating to 
automobile registrations. Approved May 
31, 1935 as Ch. 104. 

*S. B. No. 299 amends paragraph (a) of 
subsection (8) of Sec. 85.01 of the Statutes, 
relating to the transfer of title on motor 
arms Approved June 13, 1935 as Ch. 
152. 

S. B. No. 303 amends paragraphs (h) 
and (i) of subsection (4) of Sec. 85.01 of 
the Statutes, relating to registration fees 
and license plates for motor vehicles. 
Passed Senate May 24, 1935. 

S. B. No. 418 amends paragraph (c) of 
subsection (4) of Sec. 85.01 of the Statutes, 
relating to reduced rates for dump trucks. 


Property Taxes.— yA. B. No. 34 amends 
subsection (6) of Sec. 40.32 of the Statutes, 
relating to assessments in joint school dis- 
tricts. Approved May 20, 1935 as Ch. 88. 

* A. B. No. 36 amends subsection (2) of 
Sec. 70.62 of the Statutes, relating to county 
taxes. Approved May 20, 1935 as Ch. 89. 

* A. B. No. 73 amends subsection (19) 
of Sec. 59.08 of the Statutes, relating to 
composition of committees to sell lands 
acquired by counties on tax deeds. Ap- 
proved May 16, 1935 as Ch. 76. 

* A. B. No. 126 renumbers Sec. 74.345 
to be subsection (1) of said section and 
creates subsection (2) of Sec. 74.345 of the 
Statutes, relating to tax sales. Approved 
June 13, 1935 as Ch. 153. 

*% A. B. No. 177 repeals Sec. 74.48 and 
amends Secs. 74.47, 74.65, 75.04 to 75.06, and 
subsection (2) of Sec. 75.12 of the Statutes, 
relating to taxation. Approved June 17, 
1935 as Ch. 167. 

A. B. No. 179 creates subsection (8) of 
Sec. 70.47 of the Statutes, relating to testi- 
mony before the board of review. Killed 
in Senate June 17, 1935. 

A. B. No. 233 creates Sec. 74.133 of: the 
Statutes, authorizing the appointment of 
receivers to collect income from real es- 
tate unredeemed from county or city owned 
tax sale certificates. Killed in Assembly 
May 27, 1935. 

* A. B. No. 407 relates tc payment of 
delinquent real estate taxes for the vears 
1931, 1932 and 1933. Approved June 6, 
1935 as Ch. 128. 

A. B. No. 426 provides for cancellation 
of taxes in certain cases. Killed in Assem- 
bly May 29, 1935. 

A. B. No. 453 creates subsection 74.19 of 
the Statutes, relating to collection of de- 
linquent taxes. Passed Assembly June 7, 


A. B. No. 581 amends Sec. 75.20 of the 
Statutes, relating to limitation on actions 
and issue of deeds for nonpayment of taxes. 
Passed Assembly May 24, 1935. 
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A. B. No. 582 creates Sec. 75.015 of the 
Statutes, relating to the issuance of tax 
deeds and tax certificate foreclosures. Passed 
Assembly May 24, 1935. 


A. B. No. 755 creates Sec. 70.118 of the 
Statutes, relating to assessment of certain 
property. for taxation purposes. Killed ip 
Assembly June 6, 1935. 

A. B. No. 801 amends subsection (1) of 
Sec. 70.23, the introductory subsection of 
Sec. 70.30 and subsection (1) of Sec. 70.65 
of the Statutes, relating to tax rolls. Passed 
Assembly June 10, 1935. 


A. B. No. 855 creates Sec. 70.045 of the 
Statutes, relating to assessment and taxa- 
tion of flowage rights. 


A. B. No. 870 repeals subsection 12 of 
Sec. 1 of Ch. 589, Laws of 1921, and sub- 
section 12 of Sec. 1 of Ch. 423, Laws of 
1923, relating to a general property tax for 
annuity and benefit funds in cities of the 
first class for the benefit of policemen and 
firemen and their families. Killed in As- 
sembly June 7, 1935. 

A. B. No. 881 creates Sec. 70.118 of the 
Statutes, relating to assessment of certain 
property for taxation purposes. 

A. B. No. 949 amends subsection (2) of 
Sec. 76.28 of the Statutes, relating to ap- 
portionment of tax receipts in certain cases. 
Killed in Assembly May 24, 1935. 

A. B. No. 972 creates Sec. 74.455 of the 
Statutes, relating to correction of descrip- 
tions in certain tax certificates. Passed 
Assembly June 5, 1935. 

A. B. No. 981 creates Sec. 70.174 of the 
Statutes, relating to assessment on im- 
provements made by persons on govern- 
ment owned land. 

*S. B. No. 3 creates subsection (39) of 
Sec. 70.11 of the Statutes, relating to real 
estate assessments. Approved May 21, 1935 
as Ch. 97. 

S. B. No. 47 provides for redemption of 
certain lands sold for taxes without pay- 
ment of certain interest charges. Passed 
Senate June 10, 1935. 


S. B. No. 462 creates Sec. 75.115 of the 


Statutes, relating to notice of time after 
which tax deed may be applied for. 


Property Taxes—Exemptions.—A. B. No. 
198 amends subsection (37) of Sec. 70.11 
and the introductory paragraph of subsec- 
tion (2) of Sec. 70.18 of the Statutes, re- 
lating to exemptions from taxation. Killed 
in Assembly June 4, 1935. 

A. B. No. 983 creates subsection (40) of 
Sec. 70.11 of the Statutes, relating to prop- 
erty exempt from taxation. 

S. B. No. 235 creates Stats. Sec. 70.11(43) 
exempting certain property of blind per- 
sons from taxation. Killed in Assembly 
May 24, 1935. 

S. B. No. 339 amends subsection (4a) of 
Sec. 70.11 of the Statutes, relating to prop- 
erty exempt from taxation. Passed Senate 
May 23, 1935. 


Recovery Taxes.—A. B. No. 987 author- 
izes acceptance of federal funds for em- 
ployment. Relates to emergency financing 
through Wisconsin Finance Authority and 
to the authorization of municipalities to 
levy taxes and issue bonds therefor. 


Telephone Companies.—S. B. No. 216 re- 
lates to taxation of telephone utilities. | 
Withdrawn June 7, 1935 





certain 


(2) of 
to ap- 
n cases, 


of the 
lescrip- 
Passed 


of the 
on i1m- 
yovern- 


(39) of 


to real 
21, 1935 


ut pay- 
Passed 


Killed 


(40) of 
to prop- 


0.11 (43) 
ind per- 
ssembly 


(4a) of 
to prop- 
d Senate 


author- 
for em- 
nancing 


utilities. ff 





